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Corporate Profile 


Phillips was founded in Bartlesville, 
Okla., in 1917 and remains 
headquartered in this northeastern 
Oklahoma city. 

Phillips is engaged in petroleum 
exploration and production on a 
worldwide basis, and petroleum 
refining and marketing in the United 
States. The company produces and 
distributes chemicals in the United 

States and has production facilities or 
sales offices in 20 other countries. 

In the early 1970s, the company 
began work to develop other energy 
resources, including geothermal 
power, coal and oil shale. The 
company’s operating activities are 
organized in five groups: Exploration 
and Production, Gas and Gas Liquids, 

‘Minerals, Petroleum Products and 
Chemicals. Each group’s operations 
are summarized in individual 
sections of this report. 

At the end of 1983, Phillips. 
employed 28,400 people, had 119,800 
shareholders and assets of $13.1 | 
billion. The company’s products and 
processes were licensed in 31 
countries. 


About the Cover 

During the year, the company began 
a program to enhance the Phillips 66 
brand. Part of the program includes 
building model stations like this 

one, where new marketing concepts 
can be tested. The marketing 
concepts utilized in these stations 
are expected to be adopted by 

the company’s jobbers—the 
independent business people who 
market most of Phillips petroleum 
products. In this station, customers 
find a wide variety of facilities, 
including a convenience store, 
service bay, car wash, digital pumps 
and a computer system for customer 
billing and service without the 
assistance of a station attendant. 
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“Phillips,” “the company,’ “we” and 
“our” are used interchangeably in 
this report to refer to the business of 
Phillips Petroleum Company and its 
consolidated subsidiaries. Where 
reference is made to a particular 
company, it is wholly owned unless 
otherwise stated. The company’s 
consolidation policy is to include in 
financial statements the accounts of 
companies in which more than 50- 
percent interest is held, except for 
an insurance company and a credit 
company. 

Marlex, Ryton, K-Resin, Rufon, 
Soltex and Driscopipe are trademarks 
for the company’s products and 
processes named in this report. 
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To the Owners: 


W 7 ehad a better year than 
expected in 1983, with 
earnings increasing in the face of 
flat energy demand and declining 

crude oil prices. And we were 
particularly pleased to be able to 
achieve a net increase in our 
worldwide reserves of petroleum 
liquids and natural gas, which is 
contrary to the industry trend. 
These two accomplishments— 
growth in earnings and growth in 
reserves— are indications that 
we are successfully coping with 
a period of unprecedented 
uncertainty in the oil industry 
and continuing to increase 
our company’s strength and 
investment value. 


1983 Highlights 

Earnings for the year were $721 
million, or $4.71 a share, 
compared with 1982 earnings of 
$646 million, or $4.23 a share. 
Revenues in 1983 were $15.41 
billion, slightly below 1982 
revenues of $15.89 billion. 

Our ability to achieve higher 
earnings from lower revenues 
emphasizes the benefits of our 
continuing program to improve 
efficiency and productivity. 
Increased oil production during 
the year, both overseas and in the 
United States, was also a factor in 
our earnings improvement. 

In the U.K. sector of the North 


Sea, we brought our Maureen 
field into production ahead of 
schedule, with initial oil output 
exceeding our expectations. The 
field’s rapid development and its 
higher-than-expected production 
had a favorable impact on our 
company’s earnings. 

In the United States, our 
acquisition of General American 
Oil Company contributed 
significantly to our higher 
domestic crude oil production 
during the year and gave us some 
promising acreage in the Gulf of 
Mexico, Texas, Canada and 
elsewhere. 

Our additions to worldwide 
reserves in 1983 more than 
replaced the oil and gas we 
produced. During the year, our 
reserves of crude oil increased by 
15 percent, our reserves of 
natural gas liquids increased by 
11 percent, and gas reserves rose 
by 3 percent. 

A significant factor in our 
higher crude oil reserves was the 
82 million barrels we acquired 
with the purchase of General 
American. However, a much 
larger contribution came from 
our ongoing exploration and 
development program, which 
generated reserve additions of 
121 million barrels during the 
year. These additions alone 
replaced 134 percent of our 
production. 


Wm. C. Douce 


A major focus of our exploration 
activity in 1983 continued to be 
offshore California, where we and 
our co-venturers are developing 
the Point Arguello oil field, the 
largest domestic discovery in 
recent years. Construction began 
during the year on our first 
production platform for Point 
Arguello, and we expect to begin 
production from the field in 1986. 

In March of 1984, we and our 
co-venturers announced the 
discovery of two additional oil 
fields in the Santa Maria Basin. 
The Rocky Point field is two 
miles north of the Point Arguello 
field, and the Bonito field is 
located five miles northwest of 
the Point Arguello field. We’re 
now in the process of evaluating 
data obtained from wells drilled 
in these two new fields to 
determine how best to proceed. 
In the meantime, we are contin- 
uing to drill additional wells to 
assess the potential of other 
leases along the California coast. 

We decided in 1983 to proceed 
with a large-scale waterflood 
project to increase the recovery 
of oil from our Ekofisk field in the 
Norwegian North Sea. While this 
is a pioneering effort, we believe 
that we and our co-venturers can 
recover an estimated 170 million 
additional barrels of crude oil 
over the life of the field. 


CJ. Silas 


We further increased our 
capacity to refine high-sulfur 
crude oil with our newly 
modernized Borger, Texas, 
refinery being in full operation 
during the year. Use of this lower 
cost crude at both our Borger 
and Sweeny, Texas, refineries 
helped reduce the cost of crude 
oil delivered to our refineries by 
10 percent in 1983 and 
contributed to higher earnings 
from this part of our business. 

Because of the increasingly 
competitive market for gasoline 
and other petroleum products, 
we stepped up our marketing 
activities in 1983. We redesigned 
and rebuilt several company- 
owned service stations and 
announced plans for more of 
these renovations in 1984. These 
stations are intended to 
demonstrate advanced design 
concepts and technological 
innovations which can be 
adopted by our jobbers. We also 
initiated a major credit card 
solicitation program to attract 
new accounts, launched an 
aggressive effort in cooperation 
with our jobbers to improve 
facilities and service at all 
Phillips 66 stations and intensified 
our national advertising. 

Our chemicals operations 
became more profitable in 1983, 
partly because of improved 


operating efficiencies and partly 
because of improvements in the 
economy. Sales were up for our 
three major plastics, Marlex, 
K-Resin and Ryton. Our fibers 
business improved, in part 
because increased highway 
construction stimulated demand 
for our nonwoven asphalt 
reinforcement fabric. The 
recovery of the U.S. automobile 
industry also helped sales in our 
carbon black and synthetic 
rubber businesses. 

In 1983 we also intensified our 
long-range research and 
development effort into several 
high technology areas. These 
research areas were selected to 
build on the experience and skills 
we ve developed over the years. 
For example, our background in 
using natural gas to nurture 
protein organisms is the basis for 
our activities in the promising 
field of biotechnology. And our 
success in plastics development is 
the foundation for further 
research into advanced plastics 
and composite materials. 


The Shape of the Future 

In recent years, our industry has 
been undergoing substantial 
change. Such factors as 
deregulation and rigorous energy 
conservation have transformed 
the economic climate in which 


we operate. In recognition of 
these fundamental alterations in 
our business, Phillips has been 
reshaping itself to remain a strong 
competitor. While this process can 
never be considered complete, 
major changes are now in place. 

Today our operational 
flexibility is greatly improved, 
and we remain financially strong. 
We have fewer employees than at 
any time since 1977, with our 
work force now more efficient 
and productive. Our refineries are 
now operating closer to their 
rated capacity than most other 
refineries in the industry. In 
addition, our refineries have 
increased their operating 
efficiency and are processing 
some of the lowest cost raw 
materials available. 

Our chemicals operations, 
strengthened by selective 
changes in business lines, have 
increased their profitability and 
are well-positioned to benefit 
from further improvements in the 
economy. 

We continue to have a vigorous 
and well-balanced exploration 
and development program. This 
program includes low-cost, 
low-risk prospects which can 
be brought into production 
immediately, many of them 
located in Texas, Oklahoma, 
Wyoming and Montana. 


Letter to Owners (cont.) 


This program also includes 
appraisal drilling and rapid 
development of fields which can 
be brought into production in a 
relatively short time, like our 
discoveries offshore California 
and in the U.K. sector of the 
North Sea. 

And we are exploring in such 
promising new areas as offshore 
the People’s Republic of China 
and in frontier areas like offshore 
Alaska and offshore Norway near 
the Arctic Circle. 

We have also established solid 
positions in areas with high 
potential for growth which lie 
outside the traditional oil and gas 
business. These areas include oil 
shale, lignite coal, geothermal 
energy, advanced materials, 
catalysts, mining chemicals, 


biotechnology and nuclear fusion. 


The Year Ahead 

From all indications, we expect 
1984 to be a year of stability in 
both energy demand and prices. 
Any increase in demand which 
may be generated by further 
economic recovery is likely to be 


offset by continuing conservation. 


And crude oil price changes are 
likely to be minimal as long as the 
world’s major exporting countries 
continue to adjust their 
production levels in response to 
fluctuations in demand. 

To compete effectively in this 
business environment, we will 
continue our efforts to lower 
costs, add to our reserves and 
increase our production of both 
oil and natural gas. 

Our company has changed 
significantly in recent years in 
order to retain its competitive 
position in an industry under- 
going a major transformation. 
And we intend to do what- 
ever else is required to continue 
increasing the value of your 
investment in our Company. 


For the Board of Directors, 


Vie 


Wm. C. Douce 
Chairman and 
Chief Executive Officer 


OC) eis 


President and 
Chief Operating Officer 


March 9, 1984 


Net Income Per Share 

(Dollars per Share ) 

1979 
80 
81 
82 
83 


0) 2 4 6 8 


Profit from Each Dollar of 

Revenue 

(Cents per Dollar ) 

1979 
80 
81 
82 
83 


Exploration and 
Production 


These two workers are 
part of a team of 
several dozen oil field 
specialists who helped 
position the Maureen 

| production platform 
in 300 feet of water in 
the U.K. sector of the 
North Sea. 


number of significant events 

highlighted Phillips explor- 
ation and production activities in 
1983. During the year, the company 
began producing its first crude oil 
from the U.K. sector of the North 
Sea and significantly added to 
petroleum reserves through the 
acquisition of General American 
Oil Company. In addition, 
construction began on the first 
production platform for the giant 
Point Arguello oil field offshore 
California. Also during the year, 
the company was awarded a 
block offshore the People’s 


Republic of China, and a decision 
was made to proceed with a 
waterflood program to increase 
the recovery of crude oil from 
the Ekofisk field in the Norwegian 
North Sea. 


Net income from Exploration 
and Production was $406 million 
in 1983, compared with $416 
million in 1982. Equity in earnings 
from affiliated companies related 
to Exploration and Production 
amounted to an additional 
$26 million in 1983, compared 
with $32 million in the previous 
year. The decrease in Exploration 
and Production’s earnings 
stemmed primarily from lower 
crude oil prices and higher 


The Phillips Oklaboma 
prepares to take on crude 
oil from the Maureen field, 
located about 160 miles off 
the coast of Scotland. Crude 
oil is moved from the 
production platform in the 
distance and loaded into 
tankers through the yellow 
swivel mooring system. 


A helicopter lands on the 

6 deck of a rig drilling for | 
Phillips and a co-venturer | 

in California’ Santa Maria 

Basin, where the giant Point 

Arguello oil field is being & 

developed. The waters off 

the coast of California are a 

major exploration site for 


Exploration and 
Production 


operating expenses. This was 
almost entirely offset by a 
10-percent increase in crude oil 
production, primarily in the 
United States and the U.K. sector 
of the North Sea. 

Expensed petroleum 
exploratory costs and leasehold 
impairment increased 3 percent 
in 1983 to $650 million. Of this, 
dry hole costs were $214 million 
in 1983, down 35 percent from 
a year earlier. The company’s 
reduction in dry hole costs 
resulted primarily from a more 
selective exploration program. 

US. and foreign taxes continued 
to be a major expense. In 1983, 
78 cents out of every dollar of 
Exploration and Production’s 
pretax income went for income 
taxes, compared with 77 cents 
in 1982. The company’s income 
taxes on its Norwegian operations 
were $1.1 billion in 1983, 
compared with $943 million in 
1982. The US. crude oil excise 
tax—or the so-called windfall 
profits tax—amounted to $186 
million, or $4 for each barrel of 
US. crude oil produced. 


the company. 


The company held exploration 
and production acreage in 14 
nations at the end of the year. 
Phillips was involved in the 
completion of 203 exploratory 
wells, 60 of which were 
completed for production. Of the 
total number of exploratory 
wells, Phillips operated or had a 
working interest in 114 wells, 32 
of which were productive. The 
remaining 89 wells were 
completed through farmouts, of 
which 28 were productive. Under 
farmout arrangements, other firms 
drill on Phillips acreage in return 
for an interest in the acreage 

and any future production. 

In the United States, discoveries 
were made offshore California, in 
Texas, Montana, Oklahoma, New 
Mexico, Wyoming and in the Gulf 
of Mexico. Outside the United 
States, discoveries were made 
offshore Norway, the United 
Kingdom, the Republic of Ivory 
Coast and the Netherlands, as 
well as in Nigeria and Canada. 


Reserves 

Phillips estimated worldwide 
proved reserves of crude oil 
showed a net gain in 1983, 
increasing 15 percent to 850 
million barrels. Proved reserves 
of natural gas liquids showed a 
net increase, rising 11 percent to 


198 million barrels. At the end of 
the year, worldwide proved 
reserves of natural gas were 6.86 
trillion cubic feet, a net increase 
of 3 percent from a year earlier. 
Reserves include those acquired 
in the purchase of General 
American Oil Company. 
Estimates of proved reserves 
are based upon reservoir 
information, technology and 
economics available at the end of 
the year. Such reserves, however, 
cannot be measured precisely. 
Adjustments are made to reserve 
estimates to reflect changes in 
economic conditions, results 
of drilling and production and 
technical reevaluation of 
reservoirs. 


Prices and Revenues 
Worldwide crude oil prices were 
lower in 1983 than in 1982. As 

a result, Exploration and 
Production’s total crude oil 
revenues from inside and outside 
sales decreased 1 percent. In the 
United States, Phillips average 
price for crude oil was down 8 
percent, but crude oil revenues 
increased 4 percent because of 


A pumping jack ts framed 
by a network of pipelines, 
part of an enhanced oil 
recovery project under way 
in Kern County, Calif. The 
curved shape allows the 
pipeline to expand when 
steam is injected into the 
reservotr to force low-gravity 
oil to producing wells. 


In state waters offshore 
California, this rig drilled 
a natural gas and gas 
condensate discovery in a 
deeper reservoir in the 
Molino field in the Santa 
Barbara Channel. At the end 
of 1983, another well was in 
progress. Production will be 
piped to existing onshore 
facilities, starting in 1985. 


This producing well 

S operates in the Powder River 
Basin in Wyoming, site of 

an active exploration and 

development program for 

Phillips. In 1983 the 

company drilled or 

participated in six oil — 

discoveries in the area. 


Exploration and 
Production 


increased production. However, 
despite increased foreign 
production, crude oil revenues 
outside the United States were 
down 5 percent due to a 12- 
percent decrease in the average 
foreign price. 

Worldwide revenues for natural 
gas from inside and outside sales 
by Exploration and Production 
were about the same as in 1982. 
In the United States, natural gas 
prices were up 16 percent, and 
revenues increased 10 percent. 
Outside the United States, prices 
were down 11 percent and 
revenues were 6 percent lower. 


General American Oil 
Company Acquisition 

The acquisition of General 
American Oil Company in 1983 
not only strengthened the 
company’s reserve position, it 
also increased the company’s 
production and acreage position, 
especially in the United States 
and Canada. Through the General 
American acquisition, the 
company acquired about three 
million net acres in 24 states and 
three foreign countries. In North 
America, important additions to 


production and acreage were 
made in Canada, the Hardeman 
Basin in north Texas, the Powder 
River Basin in Wyoming, the 
Williston Basin in Montana and 
in the Gulf of Mexico. 

Outside North America, the 
company acquired new acreage 
in the U.K. sector of the North 
Sea and offshore the Netherlands, 
where an oil discovery and a 
natural gas discovery were being 
evaluated at the end of the year. 


United States 

U. S. crude oil production 
increased 13 percent from a year 
earlier. The acquisition of General 
American Oil Company was a 
significant factor in Phillips 
higher U.S. crude oil production 
in 1983. Despite weak demand 
industrywide, the company’s U.S. 
natural gas production was about 
the same as in 1982. 

Enhanced recovery projects, 
including tertiary recovery 
methods, helped increase pro- 
duction from older fields during 
the year. In 1983 these projects 
accounted for about one-third 
of the company’s U.S. crude oil 
production. Phillips is the 
operator of 16 tertiary projects 
and is participating in another 
30 projects. 

US. capital expenditures for 
Exploration and Production were 


$441 million in 1983. Expensed 
exploratory costs and leasehold 
impairment totaled $425 million 
for the year. The company 
completed or participated in the 
completion of 919 U.S. exploratory 
and development wells, a 17- 
percent decrease from 1982. 

The waters off the coast of 
California continued to be a 
major site for the company’s 
exploration work in 1983. During 
the year, the company moved 
ahead to bring the giant Point 
Arguello oil field into production. 
The Point Arguello field was 
discovered by Phillips and 
co-venturers in 1981 in the Santa 
Maria Basin. Subsequent drilling 
by Phillips and other companies 
confirmed the presence of a 
giant oil field with possible 
recovery of 300 million to 500 
million barrels of oil. 

In 1983 construction began on 
the Hermosa platform, the first 
production platform for the field. 
It is expected to be in place in 
1985, with production beginning 
in 1986. Production from the 
platform is expected to reach 


about 30,000 barrels of oil a day 
in 1987, with 12,000 barrels a day 
net to Phillips. The company has 
a 40-percent interest in the lease. 
Design of a second production 
platform, called Hidalgo, was 
under way at the end of the year. 
The platform will be located on 
an adjacent block northwest of 
the Hermosa platform, with 
production expected to begin in 
1987. Phillips has a 50-percent 
interest in the block. 

In 1983 Phillips drilled or 
participated in 17 exploratory 
wells in federal waters offshore 
California in order to evaluate 
further the extent of the Point 
Arguello field, as well as other 
leases held by Phillips and 
co-venturers. Phillips has interests 
ranging from 25 to 50 percent 
in 43 federal leases, covering 
93,700 net acres, offshore 
California. Additional exploratory 
drilling is planned in 1984. 

In California state waters, the 
company drilled a natural gas and 
gas condensate discovery ina 
deeper reservoir in the Molino 
field in the Santa Barbara Channel. 
Another well was being drilled at 


wa «4 drilling crew member checks 
| equipment on a rig operating for 
ma. Phillips off the coast of Corpus 


Christi, Texas. Two other crew 
members, at right, examine a 
drill bit used in the well. During 
the year, the company increased 
its federal acreage in the Gulf of 
Mexico by 54 percent. 


the end of the year. Production 
will be piped to existing onshore 
facilities, beginning in 1985. 

In Wyoming’s Powder River 
Basin, the company drilled or 
participated in six oil discoveries 
during the year. Additional 
development drilling is planned 
in 1984. 

In the Williston Basin in 
Montana, the company 
discovered and confirmed the 
Long Creek oil field by drilling 
two successful wells in 1983. 
Additional development drilling is 
planned in 1984. 

In the southwestern part of 
the country, three natural gas 
discoveries were drilled in 1983 
in the Hugoton area of the 
Oklahoma and Texas panhandles. 
In the Hardeman Basin in north 
Texas, the company participated 
in 17 exploratory wells in 
1983, of which eight were oil 
discoveries. At the end of the 
year, four other wells in the area 
were being drilled or evaluated. 
In southeastern New Mexico, the 
company drilled two natural gas 
discoveries in 1983. 

At two federal lease sales held 
in 1983, the company acquired 
an interest in 18 leases offshore 
Louisiana and nine leases offshore 
Texas. The acquisition of 


General American Oil Company 
added interests in an additional 
60 leases in the Gulf of Mexico, 
bringing Phillips total federal 
acreage in the area to 169,000 net 
acres. In 1983 the company 
participated in 12 exploratory 
wells in the Gulf of Mexico, two 
of which were natural gas 
discoveries. Additional drilling is 
planned in 1984. 

At the end of the year, the 
company was also participating in 
an exploratory well in state 
waters offshore Alabama. 

In Alaska, Phillips holds 
approximately 190,000 net acres, 
half located on the North Slope. 
Net production from the North 
Slope averaged 27,100 barrels of 
oil a day in 1983, the same as a 
year ago. This production 
accounted for 21 percent of the 
company’s total U.S. crude oil 
production. 


Norway 

The Greater Ekofisk Development 
in the Norwegian North Sea 
continued to be the company’s 
single most important petroleum 
operation and a major contributor 
to net income in 1983. Phillips 
has a 37-percent interest in the 
seven-field area. In 1983 Greater 


Another platform will 
eventually join this complex 
in the Norwegian North Sea 
as a result of a waterflood 


10 


program planned by the 


company and its co- 
venturers. The $2 billion 
project will recover more oil 
from one of the seven fields 
that make up the Greater 
Ekofisk Development. 


Exploration and 
Production 


Ekofisk accounted for 27 percent 
of the company’s total petroleum 
production. 

For the year, the company’s 
production of crude oil averaged 
80,500 barrels a day, down 6 
percent from a year earlier. 
Natural gas liquids production 
averaged 13,800 net barrels a day, 
up 12 percent from 1982. The 
company’s share of natural gas 
production averaged 381 million 
cubic feet a day, down 6 percent 
from the previous year. 

Phillips and its co-venturers are 
undertaking a waterflood project 
to increase the recovery of 
crude oil from the Ekofisk field. 
Construction of a water-injection 
platform will begin in 1984, with 
installation in 1986 and initial 
water injection in 1987. It is 
estimated that the waterflood 
will allow recovery of an 


additional 170 million gross 
barrels of crude oil over the life 
of the field. Because of the 
pioneer nature of the venture, the 
Norwegian government has 
granted special tax depreciation 
benefits for the project. 

Near the Greater Ekofisk 
Development is the Tommeliten 
gas condensate field, where 
studies are under way to 
determine the commerciality of 
the field. The company has a 26- 
percent interest. 

During the year, the company 
participated in five exploratory 
wells offshore Norway and was 
participating in a sixth well at the 
end of the year. 

In waters north of the 62nd 
degree north parallel, the company 
participated in an unsuccessful 
well in the Traenabank area. In 
the Askeladd area, the company 
participated in one unsuccessful 
well and in a natural gas 
discovery during the year. It is 
the company’s second natural gas 
discovery in the area. Phillips has 
a 10-percent interest. 

In the Cod field, part of the 
Greater Ekofisk Development, an 
exploratory well to test deeper 
zones found noncommercial 
quantities of oil. 


Northeast of the Greater 

Ekofisk Development, the company 
participated in an unsuccessful 
well and was participating in 
another well on an adjacent 

block at the end of the year. 


United Kingdom 

In September Phillips began 
producing its first crude oil from 
the U.K. sector of the North Sea. 
At the end of the year, the 
Maureen field, located about 160 
miles northeast of Aberdeen, 
Scotland, was producing at the 
rate of 81,000 barrels of oil a day, 
with more than 27,000 barrels a 
day net to Phillips. Although the 
field has produced as much as 
100,000 barrels a day, proration 
restrictions by the U.K. 
Department of Energy will limit 
the average production in 1984 to 
72,000 barrels a day. Phillips has a 
34-percent interest and is the 
operator. The Maureen field has 
the world’s largest steel gravity 
production platform, the first 


such unit to be built for the 
North Sea. A total of 12 producing 
wells and seven water-injection 
wells were predrilled through a 
subsea template, while the pro- 
duction platform was being built 
onshore. As a result, almost a year 
was saved in bringing the field to 
full production. 

Because of recent revisions in 
U.K. tax and royalty rates, the 
company is reevaluating the 
commercial potential of several 
other oil discoveries in the U.K. 
sector of the North Sea. One of 
these is the T-block, in which 
Phillips has a 35-percent interest 
in four discoveries. Early in 1984, 
the company finished testing a 
successful appraisal well. Another 
appraisal well will be drilled later 
in 1984 to determine the 
feasibility of future development. 
Also under study for future 
development is the J-block area, 
where Phillips drilled a successful 
appraisal well in 1983. The 
company has a 33-percent 
interest. Additional appraisal 
drilling is planned in 1984. 


Routine maintenance is an 
ongoing activity on the 11 
production platforms that | 

make up the Greater Ekofisk ~~ 
Development. During the 
year, Greater Ekofisk 
accounted for 27 percent of 
the company’s total 
petroleum production. 


During the year, Phillips and 

the British Gas Corporation 
signed agreements for the sale to 
British Gas Corporation of natural 
gas produced from the Audrey 
field in the U.K. sector of the 
North Sea. Depending on the 
outcome of two appraisal wells, 
natural gas could be delivered by 
1986. Phillips has a 35-percent 
interest and is the operator. 

In 1983 Phillips share of 
production from the Hewett area 
natural gas fields averaged 62 
million cubic feet a day, down 6 
percent from 1982. Production 
was lower as a result of the 
natural decline in the fields. 
Phillips has a 19-percent interest 
in the Hewett fields. 


Ivory Coast 
In 1983 the company’s share of 
production from the Espoir field 
offshore the Republic of Ivory 
Coast averaged 4,600 barrels 
of oil a day. In 1983 a develop- 
ment well was completed and 
connected to the production 
platform, and early in 1984 
another development well was 
tied into the production platform. 
The company has a 57.5-percent 
interest in two production- 
sharing contracts covering the 
Espoir field. The company’s , 
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interest in one of the contracts 
could be reduced if the Ivorian 
national oil company exercises its 
option to increase its participation 
up to a maximum of 60 percent. 

To the west of the Espoir field, 
Phillips has a 57.5-percent interest 
in another block. This interest is 
also subject to reduction under 
the Ivorian national oil company’s 
option to increase its partici- 
pation up to 60 percent. During 
the year, the company drilled three 
exploratory wells in the western 
portion of this block. One of the 
wells was an oil discovery, and 
two were dry holes. A three- 
dimensional seismic survey was 
under way at the end of the year, 
and additional drilling was 
planned in 1984 to evaluate the 
block further. 


Nigeria 

Exploratory and development 
drilling continued in Nigeria 
during the year, where the com- 
pany has a 100-percent interest in 
one license and a 20-percent 
interest in four other production 
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Production 


licenses. Net production averaged 
19,900 barrels of oil a day in 
1983, down 7 percent from 1982. 


Egypt 

Net production from three fields 
in Egypt averaged 2,300 barrels of 
oil a day in 1983, compared with 
2,800 barrels a day in 1982. 


Indonesia 
Phillips net production from 
Indonesia in 1983 averaged 3,400 
barrels of oil a day, compared 
with 1,100 barrels of oil a day a 
year earlier. The increase was the 
result of an agreement with the 
Indonesian government to 
resume production that was 
suspended by the government in 
1981 in an area of northeast 
Kalimantan. Phillips and co- 
venturers will be able to recover 
all previously incurred costs 
before turning the field and 
related equipment over to 
Indonesia’s national oil company. 
Phillips has a 50-percent interest. 
During the year, the company 
completed a seismic program 
covering approximately 61,000 
acres on Tarakan Island. An explora- 
tory well will be drilled in 1984. 
Phillips has a 50-percent interest. 


The jungle of Peru, where 
this rig drills, was one of 
several areas overseas where 
Phillips explored for oil and 
natural gas during the year. 
At the end of 1983, the 
company held exploration 
and production acreage in ' 
13 countries outside the _ 


United States. 


In 1983 the company 
participated in two successful 
development wells and one 
unsuccessful development well in 
the Teluk Berau area, where 
Phillips has a 50-percent interest. 


Canada 

As a result of the General 
American Oil Company purchase, 
Phillips acquired new oil and 
natural gas production in the 
Canadian provinces of Alberta, 
British Columbia and 
Saskatchewan. The company’s 
total Canadian production 
amounted to 3,400 barrels of oil a 
day in 1983 and 24 million cubic 
feet a day of natural gas. 


Other Exploratory Areas 

Late in the year, Phillips and a 
co-venturer were awarded a 
contract, effective Jan. 1, 1984, 
covering 701,000 acres in the 
Pearl River Mouth Basin offshore 
the People’s Republic of China. 
Phillips has a 50-percent interest 
and is the operator. The company 
plans to begin additional seismic 
work in 1984. In 1980 Phillips, as 
operator for a group of companies, 
completed seismic work off the 
southern coast of the country. 

At the end of the year, an oil 
discovery and a natural gas 
discovery offshore the Nether- 
lands were being evaluated. 
Phillips has a 10-percent interest 


in the oil discovery and a 
12-percent interest in the natural 
gas discovery. 

Seismic work continued in 
1983 in Thailand, where Phillips 
has a 50-percent interest in six 
million acres. 

Offshore the southern coast 
of Australia, the company drilled 
four unsuccessful exploratory 
wells in 1983 in two contract 
areas. Phillips has a 33-percent 
interest in both areas. 

During the year, the company 
participated in an unsuccessful 
exploratory well in Peru, and 
another exploratory well was 
being drilled at the end of 1983. 
Phillips has a 30-percent interest. 

At the end of the year, an 
advanced computer system to 
analyze three-dimensional seismic 
data more rapidly was being 
installed in Bartlesville, Okla., 
headquarters. Three-dimensional 
seismology is used to indicate 
more precisely the location of 
hydrocarbon reserves prior to the 
drilling of expensive appraisal 
wells. During the year, three- 
dimensional seismology was used 
successfully offshore the Republic 
of Ivory Coast, the United 
Kingdom and Southern California. 


Exploration and 
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Gas and Gas Liquids 


hillips natural gas and natural 

gas liquids operations 
continued to be an important 
contributor to net income. 

In 1983 Gas and Gas Liquids 
earned $274 million, compared 
with $276 million in 1982. The 
decline in earnings was caused 
primarily by higher acquisition 
costs for natural gas processed 
and lower investment tax credits. 
Earnings benefited from higher 
sales prices for natural gas and 
natural gas liquids and higher 
natural gas liquids production. 

Gas and Gas Liquids acquires, 
gathers and processes raw natural 
gas. It then extracts natural gas 
liquids from the natural gas and 
markets the residue gas. In 1983 
Phillips continued to be the 
largest producer of natural gas 
liquids in the United States, with 


A specially designed tanker 
takes on a load of liquefied 
natural gas (LNG) at the 
company’s joint-interest 
plant in Kenai, Alaska. The 
ING is transported to two 
utilities in Japan. Phillips 
share of LNG sales from the 
plant amounts to about 35 
billion cubic feet a year. 


production of 161,500 barrels a 
day. This compares with 
production of 147,700 barrels a 
day of natural gas liquids in 1982. 

During the year, revenues were 
up for natural gas but down for 
liquefied natural gas. Revenues 
from natural gas sold from the 
company’s extraction plants were 
up 6 percent as a result of higher 
prices. Revenues from liquefied 
natural gas delivered from a 70- 
percent-interest Kenai, Alaska, 
plant were down 7 percent, 
primarily because lower crude oil 
prices decreased the base on 
which the sales price for liquefied 
natural gas is determined. 


U.S. Reserves 

The company continues to 

have access to large reserves of 
natural gas and natural gas liquids 
through both its own exploration 
and production efforts and 
through purchase contracts 

and processing and exchange 
agreements. Estimated U.S. 
reserves of natural gas available 
through contracts and agreements 
totaled 2.64 trillion cubic feet 

at the end of 1983, compared 
with 1.94 trillion cubic feet at 

the end of 1982. U.S. reserves of 
natural gas liquids available under 


natural gas purchase contracts 
and processing agreements were 
an estimated 385 million barrels at 
the close of 1983, compared with 
241 million barrels a year earlier. 
The increase in natural gas and 
natural gas liquids reserves was 
due primarily to an upward 
revision of reserve estimates. 


Gas Gathering and Processing 
Phillips large supplies of natural 
gas and natural gas liquids are a 
traditional strength in the 
company’s ability to meet the 
fuel and feedstock requirements 
of its refinery operations and 
petrochemical manufacturing 
facilities. Natural gas liquids 

are used as a fuel and as a raw 
material for manufacturing 
petrochemicals, as well as for 
blending into motor fuel. 

The volume of natural gas 
liquids extracted increased in 
1983. This was primarily the 
result of extracting additional 
volumes of ethane and 
improving plant efficiencies. 


A processing tower 
stands high above 
this natural gas 
liquids extraction 
plant, which was 
completed in 1983 
in Dumas, Texas. 
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| Equipment is checked 
at a new plant near 
Hobbs, N.M., that treats 
natural gas liquids 
before they are 
delivered to pipeline 
and fractionation 
facilities. In 1983 
Phillips U.S. production 
of natural gas liquids 
was 161,500 barrels 

a day. 


In 1983 USS. sales of residue gas 
were down 7 percent from a year 
earlier. This was caused primarily 
by depressed markets. During 
the year, the company processed 
a net of 1.7 billion cubic feet of 
natural gas a day, the same as 

in 1982. 

Early in 1984, the company 
agreed to purchase the full 
interest in Seaway Pipeline, Inc’s 
500-mile, 30-inch diameter 
pipeline that stretches from 
Freeport, Texas, to Cushing, Okla. 
Phillips expects to use the 
pipeline to gather and deliver 
natural gas produced from oil and 
gas fields located along the 
pipeline’s route. 

During the year, the company 
added 3,200 miles of gas-gathering 
pipelines to connect 2,000 
producing wells to its processing 
facilities. Phillips is one of the 
country’s largest gas gatherers 
with 20,350 miles of gas-gathering 
pipelines. In an effort to enhance 
the profitability of the company’s 
pipeline and processing facilities, 


energy audits were conducted and 
facility models developed during 
the year. Energy audits determine 
if all facilities are operating at 
maximum efficiency with minimum 
fuel consumption. Facility models 
analyze current operations and 
project future results. Through 
these studies, the company plans 
to determine what changes in 
operating procedures should be 
implemented in its gas gathering 
and processing system. 

During the year, the company 
completed and began operating a 
new cryogenic natural gas liquids 
extraction plant adjacent to an 
existing plant near Dumas, Texas. 
The facility has the capacity to 
process 60 million cubic feet a 
day of natural gas. The plant is 
designed to remove nitrogen 
from natural gas, thereby making 
the natural gas more marketable. 

A new natural gas liquids 
extraction plant, completed in 
late 1982 near Brenham, Texas, 
had a full year of operation in 
1983 and produced more than 2 
million barrels of natural gas 
liquids. The plant, located in the 
gas-prone Austin Chalk Trend, has 
a capacity of 75 million cubic 
feet a day. 


In 1983 the company acquired 
an interest in a natural gas liquids 
extraction plant as a result of its 
acquisition of General American 
Oil Company. The plant is located 
near Odessa, Texas, and has a 
total capacity of 85 million cubic 
feet a day of natural gas. 

At the end of the year, Phillips 
wholly or jointly owned 61 
natural gas liquids extraction 
plants in the United States. 

A plant for treating natural gas 
liquids was completed during the 
year near Hobbs, N.M. The plant 
prepares natural gas liquids for 
delivery to outside pipeline and 
fractionation facilities. 
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Minerals 


Sales of steam from this 
geothermal discovery near 
Milford, Utah, will begin in 
mid-1984, marking Phillips 
first commercial geothermal 
energy venture. In 1983 the 
company also entered into a 
contract with a Nevada 
utility to supply electricity 
from a geothermal-fueled 
pilot plant to be built 

near Reno. 


he signing of a contract to 

supply electricity generated 
from geothermal energy was one 
of the most important commer- 
cial developments in the company’s 
minerals operations during the 


year. Overall, Phillips expenditures 
for energy minerals development 
were 79 percent lower in 1983, 
with capital expenditures reduced 
to $13 million. 


Coal 
Phillips plans to begin producing 
lignite for electric utility markets 
in the late 1980s or early 1990s. 
During the year, the company 
sold approximately 146 million 
tons of in-place lignite to a local 
utility in Texas. The lignite was 
located in areas where the 
company does not plan to mine 
for lignite. The company plans to 
sell other nonessential reserves in 
the future. 


Phillips has estimated reserves 

of more than eight billion tons of 
lignite in six Southern states. In 
addition, the company has 
approximately 350 million tons of 
coal in place in the Powder River 
Basin in Wyoming. 


Geothermal 

In 1983 Phillips continued to 
make progress in developing its 
first commercial geothermal 
energy venture. Sales of steam 
from the Roosevelt Hot Springs 
geothermal discovery, near 
Milford, Utah, will begin in mid- 
1984. A Utah utility is now 
constructing generating facilities 
at the site. The 20-megawatt plant 
will be able to supply the total 
electricity requirements for a city 
of about 20,000 people. 

In late 1983, Phillips entered 
into a contract with a Nevada 
utility to supply electricity from 
a nine-megawatt geothermal- 
fueled pilot plant to be built at 
Desert Peak, near Reno. 
Construction is scheduled to 
begin in 1984, with sales of 
electricity to begin in 1985. The 
pilot plant is expected to 
generate enough power to 
provide the daily electricity 
needs for a town of about 9,000 
population. 
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Oil Shale 
Phillips holds an equal interest 
with two other companies in the 
White River Shale Oil Project, 
located in northeastern Utah. The 
company has licensed retorting 
technology for the White River 
project and has on-site observers 
at a Colorado oil shale project, 
which is considered the most 
advanced of its type under way. 
In addition to its Utah holdings, 
the company has oil shale acreage 
in Colorado and Indiana. 


Uranium 

Because of depressed demand 

for uranium, Phillips Nose Rock 
mine in northwestern New Mexico 
remained on standby status in 
1983. The project has been 

on standby since 1981. 
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Petroleum 
Products 


E arnings from petroleum 
refining, marketing and 
transportation operations 
increased in 1983. Net income 
was $86 million, compared with 
$65 million in 1982. In addition, 
equity in earnings from 
companies related to Petroleum 
Products amounted to $9 million, 
compared with $8 million in 
1982. Earnings in 1983 benefited 
from higher operating margins, 
resulting from improved 
efficiencies. 

Phillips continued to lower its 
raw material costs by processing 
more high-sulfur crude oils at the 
company’s modernized refineries 
at Borger and Sweeny, Texas. 

Phillips operated its refineries 
at 88 percent of crude oil 
capacity in 1983. This compares 
with a utilization rate of 81 
percent in 1982. The company’s 
higher refinery utilization rate 
reduced energy use and operating 
costs for each barrel of crude oil 
and natural gas liquids processed. 


Employees monitor 
operations at the newly 
modernized Borger, Texas, 
refinery, which completed 
its first full year of | 
operation in 1983. The 
company continued to 
lower its raw material costs 
by processing more high- 
sulfur crude oils at both the 
Borger and Sweeny, Texas, 
refineries during the year. 


The company continued to 
meet consumer needs although 
the closing of the Kansas City, 
Kan., refinery in 1982 removed 
80,000 barrels a day of capacity 
from Phillips refining system. The 
company supplied the area served 
by the Kansas City facility 
through the output of the two 
Texas refineries and an extensive 
Midwest distribution system. 
Phillips sales of gasoline were 
slightly lower than a year ago, but 
distillates volumes were up 4 
percent from the 1982 level. 
Phillips average wholesale prices 
at the end of 1983 were 9 cents a 
gallon lower for automotive 
gasoline and 8 cents a gallon 
lower for distillates, compared 
with the end of 1982. U'S. sales of 
natural gas liquid products, 
primarily used for blending into 
motor fuel, home heating fuel and 
petrochemical manufacture, were 
down 2 percent from a year 
earlier. The decline was primarily 
the result of lower propane sales 
volumes, reflecting in part the 
impact early in the year of 
warmer weather on industry 
demand. Sales volumes of turbine 
fuel were lower in 1983 because 


of reduced sales to commercial 
airlines. Aviation gasoline sales 
volumes were about the same 
as a year earlier. The company 
remains a leading supplier of 
aviation gasoline and turbine fuel 
to fixed-base operators and a 
major supplier of propane for 
rural heating, crop drying and 
petrochemical manufacturing 
markets. 

Overall, Phillips sales of all 
petroleum products fell 2 percent 
during the year. Total industry 
petroleum demand fell 1 percent 
in 1983. 


Feedstock Supplies 

US. crude oil accounted for 85 
percent of crude runs, compared 
with 86 percent in 1982. Natural 
gas liquids accounted for 41 
percent of Phillips total refinery 
runs, compared with 39 percent 
in 1982. Phillips extensive use of 
natural gas liquids in gasoline and 
other products is a key factor in 
the company’s ability to reduce 
raw material costs and to produce 
more high-value products. 


Combined runs of crude oil 

and natural gas liquids processed 
in company refineries were down 
slightly in 1983, primarily as a 
result of closing the Kansas City 
refinery. However, most of the 
decline was offset by increased 
processing in the company’s 
remaining refineries and natural 
gas liquids processing facilities. 


Transportation 

Two Phillips tankers were 
modified to serve as shuttle 
tankers to move oil to markets 
from the Maureen field in the 


U.K. sector of the North Sea. 
The Phillips Oklahoma and 
Phillips Arkansas, both 53,000- 
ton vessels, were equipped with 
special loading systems for the 
stormy weather conditions that 
often prevail in the North Sea. 
The vessels began delivering 
crude oil to ports in northwest 
Europe in October. 

Early in the year, the Philmac 
Venturer, a new 40,000-ton 
tanker, began transporting heavy, 
asphaltic crude oil from 
Venezuela to the Philmac Oils, 
Ltd., bitumen refinery at Eastham, 
England. This eliminated costly 
transportation in chartered ships, 
which previously carried the oil 
to England. Philmac is a joint- 
venture company owned 50 
percent by Phillips. 


A special dome helps 
conserve vapors inside this 
| gasoline tank at the 

' companys East St. Louis, 
Ill., terminal. The dome 
also serves as an 
environmental safeguard 
and is an example of 
many conservation and 
environmental facilities in 
place throughout the 
company’ operations. 


The Phillips Oklaboma 
and Phillips Arkansas are 
fitted with special loading 
systems to enable them to 
take on crude oil from the 
company’s Maureen field in 
the U.K. sector of the North 
Sea. The loading systems are 
able to withstand stormy 
weather conditions, which 
are prevalent in the North 
Sea. The two tankers began 
carrying crude oil to ports 
in northwest Europe late in 
the year. 
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Petroleum 
Products 


Early morning traffic pulls 
into this newly constructed 
Phillips service station, 
built as a model for other 
Phillips-branded stations. In 
1983 the company began a 
broad-scale program to 
upgrade stations, as well — 

as to enhance the 

Phillips 66 brand. 


In pipeline operations, the 
275-mile crude oil pipeline from 
central Oklahoma to the Borger 
refinery was expanded. The 
expansion will supply more 
high-sulfur crude oils to the 
modernized Borger refinery. In 
1983 Phillips became operator of 
the 1,300-mile Dixie Pipeline 
System, a major petroleum 
products pipeline extending from 
the Texas Gulf Coast through the 
Southern and mid-Atlantic states. 
Phillips owns 14.5 percent of the 
pipeline system. 


Refining 

A $400 million modernization of 
the Borger refinery reached full 
operation in early 1983. The new 
units include an atmospheric 
residual desulfurization unit, 
which allows the refinery to 
process more lower cost, heavier 


crude oils with high sulfur content. 


With the start-up of the new 
units, the Borger refinery can now 


use 100 percent of its capacity 
to process high-sulfur crude. 

The new units at Borger make 
Phillips one of the industry 
leaders in refining high-sulfur 
crude oils. For the year, 71 
percent of the crude processed in 
the company’s refineries was the 
high-sulfur variety. This was up 
from 56 percent a year earlier. 
Overall, Phillips has the capability 
to utilize more than 80 percent of 
its total crude oil refining 
capacity for high-sulfur crudes. 

The cost of crude oil delivered 
to Phillips U.S. refineries was 10 
percent lower than in 1982 and 
was the result of increased use of 
lower cost, high-sulfur crude oils 
at the Borger and Sweeny 
refineries, plus a general decline 
in world oil prices. The cost of 
natural gas liquids to Phillips 
refineries increased 5 percent 
during the year. 

Natural gas liquids processed at 
the Borger and Sweeny refineries 
and at a joint-interest fraction- 
ation facility at Conway, Kan., 
averaged 187,000 barrels a day. 
Overall, natural gas liquids runs 
increased 4 percent, compared 
with 1982. 


Increased emphasis on safety 
resulted in 44 percent fewer 
injuries and 92 percent fewer 
lost-time accidents at the 
company’s refineries in 1983, 
compared with 1982. At the end 
of the year, the Borger refinery 
achieved a milestone of 3.5 
million man-hours of operation 
without a lost-time injury. 


Marketing 

In response to an increasingly 
competitive marketing climate, 
the company began a broad- 
scale program to enhance the 
Phillips 66 brand. Emphasis is 
being placed on upgrading 
branded service stations in order 
to improve profitability. About 
95 percent of Phillips petroleum 
products are marketed by 
jobbers, who are independent 
business people. These jobbers 
are being encouraged to 
modernize their stations and to 


iC’ 
: ta A station attendant 

~ _fills an automobile 
with gasoline in the 

5 full service section of 
| this Phillips station. 

# At right, a customer 

| inserts his credit card 
into a card reader for 
service and billing 
without assistance. 
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maintain higher standards in such 
areas as station appearance, 
cleanliness and customer service. 

To encourage renovations of 
jobber-owned stations, the 
company redesigned and rebuilt 
several company-owned service 
stations during the year and 
announced plans for similar 
renovations in 1984. New station 
concepts and convenience store 
manuals are also being developed 
for jobbers. 


During the year, the company 
initiated a major credit card 
solicitation program to attract 
new accounts and removed a 3 
percent processing fee on credit 
card invoices submitted to the 
company by jobbers. Phillips also 
reduced the fee charged on bank 
credit card sales. 

Also as part of its new marketing 
program, the company is intensi- 
fying its national advertising 
program to focus more directly 
on selling Phillips 66 gasoline, 
motor oil, tires and batteries. 


A business aircraft ts fueled 
with the company’s turbine 
fuel. Phillips remains a 
leading supplier of aviation 
gasoline and turbine fuel. 
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Feedstocks Processed and 


Products Produced 


Average Percent 


1983 1982 
Feedstocks “Dire y 
Domestic crude oil ' a ey 49% 52 
Imported crude oil | Pe ee ; SS ; : PS 9 : 8 
Natural gas liquids — ar ee Gee eee ; : === 41 39 
Miscellaneous hydrocarbons 7 it. ‘1 

100% 100 
Output 
Automotive gasoline _ 2 j i. ; ; 38% g00 
Chemical feedstocks | ; f hove 14 12 
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Consumer liquefied petroleum gas (LPG) : Nee 
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Refinery Crude Oil and Natural Gas Liquids Capacities 
and Runs— Average Barrels Daily 


Crude Oil Natural Gas Liquids 
Capacity Runs Capacity Runs 
1983 ebatsery bcs vad 
Sweeny, Texas ' 175,000 =: 153,000 81,000 70,000 
Borger, Texas gE «95,000 ~—s 886,000 => 105,000 ~——_ 95,000 
Poles qa ae Our 21,000 , ii 
Conway, Kansas _ wines — — "1 E= 42,000" 2 © 225000 
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1982 
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C.P Tai, a Phillips 

employee, looks out across 
the company’s new high- 
density polyethylene plant — 
in Singapore. When | 
production begins in 1984, 
the plant will be capable of 
producing some 176 million 
pounds of high-density 
polyethylene a year for 


markets in the Far East. ee 


Chemicals 


he company’s chemicals 
operations improved in 1983 

as the economy began to recover 
from the recession. Sales volumes 
and profit margins were up in 
many product lines. Also 
contributing to higher earnings 
were stringent cost-reduction 
efforts, profits from the sale of 
subsidiaries and improved 
operating efficiencies in the 
company’s plants and facilities. 

Net income for Chemicals in 
1983 was $40 million, compared 
with $14 million in 1982. An 
additional $5 million resulted 
from equity in earnings from 
affiliated companies related to 
Chemicals. This compares with 
$19 million in 1982. 


Petrochemicals, Specialty 
Chemicals and Fertilizer 

Sales and revenues from olefins 
were above 1982 levels, although 
rising feedstock costs resulted in 
lower margins. Olefins — 
primarily ethylene—are the 
major feedstocks used to 
manufacture plastics. 


Sales and revenues from 

cyclics were up for the year. 
Phillips is a major producer of 
cyclics, which are used in the 
manufacture of synthetic fibers 
for home furnishings and apparel. 

Demand for cyclohexane, a 
feedstock in the manufacture of 
nylon, was up from a year ago. 
Paraxylene sales volumes also 
were up. However, prices for 
this synthetic fiber feedstock 
were lower. 

The Phillips Puerto Rico Core 
Inc. petrochemical complex at 
Guayama operated at capacity in 
1983, compared with 94 percent 
in 1982. The facility produces a 
variety of petrochemical products 
and motor fuel from naphtha. 

High-purity normal pentane 
facilities were completed in 1983 
at Phillips Sweeny, Texas, refinery. 
The new facilities more than 
double the company’s production 
capacity of the product. Normal 
pentane is used primarily as 
an expanding agent in the 
manufacture of polystyrene food 
packaging materials. 

The company’s extractive 
chemicals business continued to 
be affected by the decline in oil 


and gas drilling. During the year, 
the company and its partner sold 
their interests in Custom Oil 
Recovery Technology, which was 
engaged in the business of well 
treatment and chemicals for 
enhanced oil recovery. Sales of 
drilling mud additives were down 
from 1982 levels, reflecting the 
drop in drilling activity. The 
company’s mining chemicals 
business, organized in 1982 to 
market mineral-processing 
chemicals, showed steady growth 
in sales during the year. 

Catalyst Resources, Inc., a 
subsidiary established in 1982 to 
produce and market catalysts for 
polymerization processes, began 
marketing several new catalysts 
developed by Phillips. One 
catalyst is used to produce a 
super-strength film resin and a 
high-density bottle resin with 
outstanding crack resistance. 


Phillips mining chemicals 
specialists Bob Parlman 
(left) and Daryl Bunch 
test the companys newest 
line of mineral-processing 
chemicals. 


At a condominium 
development in 
Arizona, rooftops 

are layered with the 
company’s new 
nonwoven Rufon fabric. 
Rufon provides a strong, 
waterproof membrane 
for flat roofs. 


A telephone worker 
protects fiber optics 
communication cables by 
encasing them in the 
company’s polyethylene 
innerduct. This is the 
newest market for Phillips 
Driscopipe. During the 
year, revenues for 
Driscopipe were up as the 
gas distribution and 
housing markets 
improved, oil field drilling 
picked up, and municipal 
and industrial use 
increased. 
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Chemicals 


Revenues were lower in the 
company’s fertilizer business, 
primarily as a result of lower U.S. 
sales prices and reduced sales 
volumes in foreign markets. In 
addition to lower prices, U.S. sales 
volumes were affected by weather 
conditions and the federal govern- 
ment’s payment-in-kind program, 
which pays farmers for not 
planting certain crops. 


Plastics 

The company’s plastic resins 
business benefited from higher 
sales volumes in 1983. Sales 
revenues were 13 percent higher 
than in the previous year. 

Sales volumes of Marlex 
polyethylene and polypropylene 
increased over 1982 levels. A 
new high-density polyethylene 
plant in Singapore was nearing 
completion at the end of 1983 
and was scheduled to begin 
operating early in 1984. The plant 
has a capacity of 176 million 
pounds a year. Phillips has a 
60-percent interest. 

Sales volumes increased for 
the company’s Ryton engineering 
plastic during the year. In 1983 
Phillips and a Japanese firm 


Employees monitor 
operations at a new resin 
development plant, which 
completed tts first full year 
of operation in 1983 at the 
company’s Houston 
Chemical Complex. The 
company’s plastic resins 
business benefited from 
higher sales volumes and 
higher sales revenues 


in 1983. 


formed a joint-venture company 
in Japan to develop new Ryton 
resins and new process 
technology. Ryton also had 

new applications in the fiber and 
film areas. 

Sales volumes of K-Resin were 
above the level of a year ago. This 
butadiene styrene polymer is 
used in container packaging and 
film applications. 


Rubber Chemicals 
Sales volumes were up in the 
company’s carbon black business, 
but synthetic rubber sales 
were down slightly. Although 
demand continued to be low for 
both products, the recovery of 
the U.S. automotive industry 
helped stimulate sales for both 
late in the year. 

The company continued 
to reduce costs and improve 
efficiencies in its rubber chemicals 
operations. During the year, a 
carbon black plant in Colombia 
and a joint-interest rubber plant 
in Belgium were sold. A carbon 
black and synthetic rubber facility 
in Australia was shut down. 


Consumer Products 

Revenues were up for Phillips 
Driscopipe, Inc. Demand for the 
company’s polyethylene pipe 
increased as the gas distribution 
and housing markets improved, 


oil and gas drilling activity picked 
up late in the year, and municipal 
and industrial use increased. The 
company’s plastic pipe also 
entered a new market as 
innerduct for fiber optics 
communication cables. 

Revenues for Phillips Fibers 
Corporation were up in 1983. 
Sales of nonwoven industrial 
fabrics for asphalt reinforcement 
improved primarily as a result 
of the federal government’s 
five-cents-a-gallon sales tax on 
gasoline, which stimulated 
highway improvements. There 
also was increased demand for 
fibers and nonwoven fabrics used 
by the furniture, construction, 
apparel and automobile industries. 

During the year, the company 
sold the stock of H.P. Smith Paper 
Co. This company manufactured 
release paper, film and specially 
coated papers. 

The stock of another subsidiary, 
Interplastic Corporation, was also 
sold in 1983. This company made 
unsaturated polyester resins for 
reinforced plastics. 
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Chemicals 
Statistics 
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Principal Chemicals Plants or Expansions Completed During 1983 


Product = Location _—_—_ Phillips Interest | Additional Gross Annual Capacity 
High-density polyethylene’ =——— Tarragona, Spain 45% ~———<—~s———.-____ 132,000,000 pounds 
Polyphenylene sulfide  ==—————s Borger, Texas pe OOF 500,000 pounds 


Principal Chemicals Plants or Expansions Under Construction or Authorized at Year-End 


Product location —__—s=éPhililips Interest —_ Additional Gross Annual Capacity 
High-density polyethylene” Singapore —i—“‘<‘“‘é~S O%:~=~~~SS—S—S—SSs« 76,000,000 pounds 
soles CC Conroe teas  Wet0o 18,000,000 pounds 
Synthetic fibers ==~=~—~—«Spartanburg,South Carolina = 100, -———SSs«é8,900,000 pounds 
Synthetic fibers _ : ; —_____Seneca,South Carolina 100 ————sSSCsé8, 200,000 pounds 


(1) New plant. 
(2) Purchase of existing plant. 


Phillips-developed single 
cell protein, a food and feed 
supplement, is an example 
of one of the long-range 
areas of research the 
company has entered. In 
addition to biotechnology, 
the company ts also doing 


28 


advanced materials, nuclear 
fusion and photovoltaics. 


Research and 
Development 


R esearch and Development 
expanded its research efforts 
in 1983 toward long-range, high 
technology research in the areas 
of advanced materials, biotech- 
nology, nuclear fusion and 
photovoltaics. The benefits from 
these new technologies are 
expected to create a strong 
competitive base for the company 
in the future. 

In the shorter term, Phillips 
researchers continued to focus on 
improving products and 
processes, including developing 
more efficient methods for 
processing heavy crude oils, like 
some of those found offshore 
California. 


Energy Resources 

Research in the area of energy 
resources concentrated on 
developing new techniques and 
technologies to aid the search for 
and development of oil, natural 
gas and alternate energy. 

During the year, Phillips 
researchers developed new 
polymers to increase oil 
production from older fields. The 


research in the areas of 


polymers, used in sophisticated 
oil recovery projects, are injected 
into the reservoir followed by 
vast quantities of water. In 1983 
Phillips researchers made 
significant progress in developing 
water-soluble polymers that can 
withstand the hostile 
environments found in deep 
hydrocarbon reservoirs. These 
polymers are now undergoing 
field tests designed to lead to 
early commercialization. 

More accurate and detailed 
geological information was 
achieved during the year as a 
result of a Phillips-developed 
seismic method that sets up 
seismic waves in the earth by 
force of a heavy weight rather 
than by dynamite. The seismic 
waves are then analyzed to obtain 
a geological picture of the under- 
ground structure. 

Other nonseismic methods for 
finding oil and natural gas were 
also developed during the year. 
These methods analyze soil to 
determine what drilling prospects 
have the highest potential for 
finding petroleum. 

Phillips researchers made 
significant progress in developing 
technology to waterflood the 


Ekofisk field in the Norwegian 
North Sea. The company and its 
co-venturers expect to recover 
an additional 170 million barrels 
of crude oil over the life of the 
field as a result of the waterflood. 


Petroleum and Chemical 
Processing 

New pilot plants at a Process 
Development Center were 
completed at the company’s 
research complex in 1983. Up to 
35 pilot plants, which can be 
housed in the facility, will be used 
to study refining, petrochemical 
and separations techniques and to 
develop new and more efficient 
processes. Researchers are 
directing their efforts toward 
developing new refining and 
petrochemical catalysts. 

Progress was made in upgrading 
heavy crudes for processing in 
conventional refineries. These 
heavy crudes are more abundant 
and less costly than other crudes. 
In particular, emphasis was given 
to upgrading heavy California 
crude, which has been found in 


Phillips senior scientist 
Henry Hsieh is one of a 
team of researchers working 
to increase production from 
older oil fields. Part of this 
research ts aimed at 
developing water-soluble 
polymers for the hostile 
environments of deep 
hydrocarbon reservoirs. 


Plastics technician Ernest 
Roberts works with an 
automotive fuel tank that 
is made from a Phillips 
plastic resin that has 

been blow molded into 
shape. At right, technician 
Lester Slaughter trims the 
seams of the tank after it comes 
out of the blow-molding machine, 
while engineer Jim Snell looks on. 


parts of the company’s Point 
Arguello oil field. 

A new sulfur chemicals pilot 
plant at the company’s research 
center completed its first full year 
of operation in 1983. The plant 
produces small quantities of 
potentially commercial products 
and manufactures high-priced, 
low-volume specialty chemicals. 


Polymers and Materials 

New developments in polymer 
and materials research occurred 
in several areas. 

Researchers developed a 
manufacturing process for a new 
line of polyethylene catalysts. The 
catalysts, to be commercially 
produced by a company subsidiary, 
create new polymers that yield 
a superior line of resins for blow 
molding and film applications. 

Improvements in technology 
for Phillips Ryton engineering plastic 
resins led to the commercialization 
of a high-performance fiber resin 
for environmental filter bags and 
the first commercial thermoplastic 
composition for encapsulating 
fragile electronic parts. Also near 
commercialization are Ryton 
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Research and 
Development 


resins for high-performance film 
products used in electrical 
insulation and magnetic tape 
applications. 

A new reactor to produce 
carbon black was developed in 
1983 to replace the tangential 
reactor, which was developed by 
Phillips in the 1940s and has been 
a standard of the carbon black 
industry since then. Products 
produced by the new Phillips- 
developed reactor offer improved 
characteristics and properties for 
the tire industry. 


High Technology 

Phillips biotechnology research in 
1983 was segmented in six areas: 
recombinant DNA and genetic 
engineering, single cell protein, 
chemicals, geobiosciences, 
fermentation technology and 
enzymes. 

During the year, the company 
began pilot plant production of 
single cell protein from sugar, 
molasses, glucose, biomass and 


Chemists Mark Woods (left) 
and Joe Figard examine a 
thin-film solar cell. Phillips 
is one of a number of ~ 
companies working to * 
develop photovoltaics, an 
energy source that uses 
various forms of silicon to 
absorb the sun’ light and 
create electricity directly 
from it. Photovoltaics is 
considered one of the most 
promising energy sources 


for the future. 


ethanol. Previously only methanol 
could be used as a feedstock. 

New markets for single cell 
protein, a feed and food 
supplement, were identified 
during the year. In another area of 
biotechnology, a new pilot plant 
to produce recombinant DNA will 
be completed in 1984 at the 
company’s research center. 

In a joint program with GA 
Technologies, Inc., Phillips 
researchers are working to develop 
an improved nuclear fusion device 
to obtain a more compact, high- 
density energy source. Results in 
1983 of this experimental work 
offer the potential for more 
expedient development of fusion 
power generation, compared with 
other approaches under study. 

Advanced materials studies 
by Phillips researchers are aimed 
at developing new technology 
in the areas of high-value 
performance materials. Major 
developments were made to 
produce and test applications 
for a new family of long fiber, 
reinforced, thermoplastic, 
composite materials based on 
Phillips Ryton engineering plastic 
resins and other thermoplastic 
resins. These composites have 


properties that include unusual 
impact toughness, high 
temperature resistance and 
resistance to corrosion and 
flammability. Potential product 
applications include lightweight 
aerospace structures, electronic 
and electrical components, valve 
and pump parts, pipe fittings and 
mechanical parts. 


Patents 

In 1983 Phillips Research and 
Development received 268 USS. 
patents, making the company one 
of the leaders in patents granted. 
At the end of the year, Phillips 
had a total of 5,480 active U.S. 
patents and 1,642 active foreign 
patents. Licensing revenue 
increased 51 percent over 1982. 
During the year, the company was 
awarded a patent for crystalline 
polypropylene, a plastic 
discovered by the company in the 
early 1950s. The delay resulted 
from legal proceedings to 
determine the inventors. The 
plastic is used in a variety of 
products, including indoor- 
outdoor carpet and artificial turf. 


An Olympic hopeful 
competes in the U.S. Diving 
Championships, hosted by 
Phillips in August at 
Bartlesville, Okla. As 
national sponsor of U.S. 
swimming and diving, 


Phillips support helps | 
athletes compete in | 


national and international 
events in preparation for the 
1984 Olympic games in 

Los Angeles. 


Corporate 
Citizenship 


C ontributing to the well-being 
of the communities where 
Phillips operates remains a major 
goal of the company. As part of 
this effort, Phillips provides 
financial support to numerous 
youth, civic, cultural, educational 
and health and welfare organiza- 
tions. In 1983 this support 
amounted to $10 million. 


Community Involvement 
Most of the U.S. swimmers and 
divers who will compete in the 
1984 Olympics in Los Angeles 
have benefited from the 
company’s long-standing support 
of swimming and diving. During 
the year, Phillips extended its 
national sponsorship of U.S. 
swimming and diving through 
1988. Phillips support helps U.S. 
athletes compete in national and 
international meets, preparing 
them for the Olympic games. 
Dedication of the Borger, 
Texas, community center, for 
which Phillips contributed $1.5 
million, was held in December. 
Phillips has 2,500 employees in 
the Borger area. Over the past 


several years, the company has 
also contributed funds to help 
build community facilities in 
Sweeny, Texas, and in Bartlesville, 
Okla. Phillips has a large number 
of employees in both areas. 


Educational Support 
Recognizing that improving 
education in the United States has 
become a national issue, Phillips 
contributed approximately $7 
million in 1983 in support of 
education and educational films. 
Of this, more than $1 million was 
paid to 450 colleges and 
universities through the Matching 
Gift Plan. Under this plan, the 
company gives $2 for every $1 
donated by an employee, retiree 
or director. The maximum gift 
matched is $5,000. 

An educational film series, 
entitled “Challenge of the 
Unknown,’ will be distributed in 
the fall of 1984, along with 
related teaching materials. The 
series, funded by Phillips, is 
aimed at encouraging young 
people to study mathematics by 
dramatizing the many ways 
mathematics is used to solve 
problems, including problems 
encountered in everyday life. The 
company’s two other film 
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series— “American Enterprise,’ 
which examines the country’s 
economic system, and “Search for 
Solutions,” designed to interest 
young people in science—are 
seen by approximately two 
million students a month. 


Environmental Protection 

In 1983 Phillips approved capital 
expenditures of $33 million 

to protect and improve the 
environment. In addition, $152 
million was spent during the year 
to operate and maintain existing 
environmental control systems. 


Energy Conservation 

The year marked the 10th 
anniversary of Phillips formal 
energy conservation program. As 
a result of improved energy 
efficiencies, the company saved 
the equivalent of 2.8 million 
barrels of oil during the year. 
Since 1973, the company’s rate of 
energy use has been reduced by 
30 percent or by 19.8 million 
barrels of oil. 
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People 


ineteen eighty-three marked 

Phillips 66th anniversary, an 
important date in view of the 
company’s trademark. In addition 
to anniversary observances at 
many offices and plants, a 220- 
page anniversary book, entitled 
“Phillips—The First 66 Years,’ 
was presented as a gift to all 
employees and retirees. 


Employment 

At the end of 1983, Phillips 
employed 28,400 people, down 4 
percent from the previous year. 
Almost all of the reduction was 
the result of normal attrition and 
the sale of facilities or subsidiary 
companies. Minorities accounted 
for 13 percent of U.S. employees, 
about the same as in 1982. 
Training 

Employee training aimed at 
improving job performance 
remains a major program of the 
company. In 1983 there were 
21,000 participants in company- 
sponsored training programs. 


Employee Participation 

In 1983 employees received 
$922,000 for their suggestions to 
improve productivity and 


A 220-page anniversary book 
and square dancing in Borger, 
Texas, were just two of the ways 
the company’s 66th birthday was 
celebrated in 1985. 


enhance the profitability of the 
company. Four suggestions 
received $25,000 awards, the 
maximum award given under the 
Suggestion Plan. During the year, 
the Suggestion Plan had first year 
tangible savings of $11.7 million. 

At the end of 1983, there were 
95 Participative Action Teams 
companywide, up from 48 a year 
earlier. The teams, made up of 
employees in the same work area, 
meet regularly to solve problems 
related to their work. Since the 
program’s inception in 198], 
Participative Action Teams have 
reduced the company’s costs by 
$2 million. 


Safety 

In 1983 Phillips continued its 
strong commitment to safety. The 
lost work-day cases were 29 
percent lower for the year, with a 
rate of 0.37 accidents per 
200,000 employee hours worked. 
The accident rate for every one 
million miles driven was 27 
percent below the frequency rate 
for 1982. 


Financial Review 


aD 


Oil and Gas Operations 
Consistent with Financial Accounting Standards Board (FASB) 
Statement No. 69, “Disclosures about Oil and Gas Producing 
Activities,” and in accordance with regulations of the Securities 
and Exchange Commission (SEC), the company ts making 
certain disclosures about its oil and gas exploration and 
production operations. While this information was developed 
with reasonable care and disclosed tn good faith, it is 
emphasized that some of the data are necessarily imprecise 
and represent only approximate amounts because of the 
subjective judgments involved in developing such 

information. Accordingly, this information may not 
necessarily represent the present financial condition of the 
company or its expected future results. 
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Management's Discussion and Analysis 


Capital Resources and Liquidity 

Financial Position 

The consolidated balance sheet at December 31, 
1983, presented below in a summarized financial 
position format, is compared with the financial 
position of each of the three preceding years 
expressed in percentages. 

At December 31, 1983, Phillips working capital 
was $22 million, a decline of $175 million from the 
$197 million reported in 1982. The working capital 
decrease reflects increased taxes and other accruals 
of $187 million and decreased inventories of $91 
million, which were partly offset by increased cash 
items of $113 million. The current cost of 
inventories at December 31, 1983, approximated 
$745 million more than the stated value of 
inventories determined under the last-in, first-out 
(LIFO ) method. This excess is not reflected in 
working capital. 

Working capital at December 31, 1983, includes 
cash and time deposits of $906 million and accrued 
taxes of $1.26 billion. Most taxes are paid in the year 
accrued, except in Norway. Norwegian taxes are 
partly paid in October of the year in which accrued, 
and the balance is paid in April of the following year. 
Cash items must be accumulated during the 


intervening periods to satisfy these Norwegian taxes. 


Over the past three years, the company has 
invested $5.94 billion in properties, plants and 
equipment; purchased the stock of General 
American Oil Company of Texas for $1.14 billion; 
paid dividends of $1.01 billion; made investments 


Financial Position Summary 


totaling $139 million (mainly in affiliated 
companies ); retired debt of $210 million; and 
required $240 million for other purposes. These 
expenditures have been funded primarily by funds 
from operations totaling $5.87 billion or 68 percent 
of the needed funds. To provide the balance of the 
funds, the company increased long-term debt $1.70. 
billion; drew down working capital $567 million; 
and obtained funds from other sources $542 million, 
principally the sales of investments and properties. 


Capital Expenditures 

Phillips worldwide operations are capital intensive, 
requiring significant expenditures over long 
construction periods. Capital expenditures for 
properties, plants and equipment, and the 
investment in General American Oil Company, 
totaled $2.37 billion in 1983, compared with $2.13 
billion in 1982 and $2.66 billion in 1981. Over the © 
past three years, significant expenditures have been 
made to modernize and improve the feedstock 
processing flexibility of Phillips refineries, for the 
development of the Maureen field and the Ivory 
Coast, and for the acquisition of leases offshore 
California. Geographically, during this period, three- 
fourths of the capital expenditures were made in the 
United States and one-fourth outside the United 
States. Capital expenditures for Petroleum 
Exploration and Production and Gas and Gas Liquids 
operations accounted for 69 percent of the total; 
Petroleum Refining, Marketing and Transportation 
operations— 14 percent; Chemicals operations—6 


At December 31 Millions of Dollars BHI Percentages 
1983 1983 1982 eset 1980 
Working capital _ AREAL R ATR $ HA ell Ul Hh 0.2% TT (2.3) 8.7 
Investments AAACN GRATE TT TE 456 i a Ba 6.4 rn 5 5 
Properties, plants and equipment(net)  =—si(“‘ktKD”~*«‘é O#*=‘S:!!!”!”!*!C(C KO”: 
Deferred charges ET TTT aL Se LTT Ee ee eT td a 19. Ts 
Total financial position assets 10,213 100.0 100.0 100.0 100.0 
Long-term debt Hi 2,198 21.5 20.3 12.8 10.4 
Other liability items _ A AE ie ALT: i 18.2 18.9 16.3 
4,064 39.8 38.5 Shah 26.7 
Stockholders’ equity $ 6,149 60.2% 61.5 68.3 73.3 


“Working capital is current assets ($2,903 million) minus current liabilities ($2,881 million). 
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percent; Minerals— 3 percent; and Other—8 percent. 
Phillips expects that capital expenditures for 1984 
will be approximately $1.8 billion, 58 percent higher 
than 1983 expenditures of $1.14 billion, which 
excludes the acquisition of General American Oil 
Company. The major portion of capital expenditures 
will be devoted to Exploration and Production, 
primarily for the development of offshore California 
and assessing undeveloped acreage in the Gulf of 
Mexico. Gas and Gas Liquids expenditures will be 
primarily devoted to the expansion of gas-gathering 
systems. Other capital expenditure projects include: 
continued expenditures in exploration and 
production to support Phillips operations in the 
North Sea including the Ekofisk field waterflood, 
offshore the People’s Republic of China, offshore the 
Republic of Ivory Coast, and in the remodeling of 
several marketing outlets. Capital expenditures for 
Chemicals operations will be to provide growth in 
the manufacture of catalysts and specialty chemicals. 


Funds Availability 

The company engaged in both short-term and 
long-term financing during the year. The company 
issued commercial paper, and it sold receivables to 
Phillips Petroleum Credit Corporation (Credit), a 
wholly owned non-consolidated subsidiary, which 
also issued commercial paper. Short-term debt 
outstanding at year-end was $111 million for the 
company and $329 million for Credit, compared 
with $152 million and $294 million, respectively, at 
year-end 1982. Short-term notes issued to acquire 
General American Oil Company have been retired. 
Long-term debt increased $382 million in 1983 
primarily due to a $250 million 111% percent 
debentures issue and $120 million in borrowings 
under floating-rate credit facilities to finance U.K. 


Return on Average Stockholders’ Equity” 
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*Net income divided by average stockholders’ equity. 


exploration and development activities. 

The company has $1 billion under a credit 
agreement, which extends through mid-1989; two 
agreements totaling $550 million, which extend 
through mid-1990; and $235 million in committed 
lines of credit available through mid-1984. The 
company believes that the committed lines could be 
renewed upon similar terms, if required, upon 
expiration. In total, these credit facilities are 
available for short- or medium-term borrowing and 
to support the issuance of the company’s and 
Credit’s commercial paper and other short-term 
debt. At year-end, 19 percent of such facilities were 
so utilized. In addition, there remains registered 
$250 million of debt securities for sale on a delayed 
or continuous basis available through February 1985 
under a registration statement previously filed under 
the “shelf registration” rule. At December 31, $131 
million remained undrawn under credit facilities 
arranged to finance U.K. development, all or part of 
which may be cancelled in 1984. Funds from 
operations are expected to provide substantially all 
near-term ongoing requirements, with little increase 
in debt anticipated. Including the available credit 
facilities enumerated above, management believes 
that sufficient reserve borrowing capacity currently 
exists in the public and private markets to fund any 
deficiencies that may arise. 


Results of Operations 

Consolidated net income for 1983 of $721 million 
was up 12 percent from 1982 but down 18 percent 
from 1981. 

Results for 1983 reflected significantly higher 
crude oil production in the United States due to the 
company’s acquisition of General American Oil 
Company, which was largely offset by the effect of 
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“Debt divided by debt plus stockholders’ equity, Debt is long- 
term debt plus obligations under capital leases. 
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lower crude oil prices in 1983. Overseas the 
company began crude oil production in mid- 
September from the Maureen field in the U.K. sector 
of the North Sea. There was a $32 million benefit in 
1983 from the reduction in a financial reserve 
covering the eventual dismantlement of certain 
facilities associated with the Greater Ekofisk 
Development in the Norwegian North Sea, plus a $68 
million benefit arising from a favorable settlement 
agreement in the San Juan Basin gas pricing 
proceedings. These items were offset to the extent of 
$75 million by the write-off of certain foreign 
properties and anticipated losses from the sale or 
shutdown of various petrochemical operations. 
Reductions in LIFO inventory added $45 million to 
earnings in 1983, compared with $72 million in the 
previous year. Foreign currency transaction gains 
were $30 million in 1983, compared with gains of $61 
million in 1982 that included a $40 million gain due 
to the adoption of new foreign currency translation 
accounting procedures. Foreign currency gains in 
1981 amounted to $42 million. 

Crude oil prices have increased substantially 
during the last decade, but during the past three 
years—since the remaining price controls on U.S. 
crude were lifted in January 1981 to end the phased 
decontrol which began in 1979—-crude prices have 
moved steadily downward in a marketplace restored 
to the forces of supply and demand. The decline in 
prices continues because of surplus crude oil 
supplies worldwide. Increases in the prices for 
natural gas, which are still under U.S. price controls, 
reflect increases permitted under the Natural Gas 
Policy Act. 

Average 1983 sales prices and percentage 
fluctuations from 1982 follow: U.S. crude oil, $26.64 


per barrel, down 8 percent; average foreign (excluding 
government obligations) crude oil price, $30.09 per 
barrel, down 12 percent; U.S. natural gas, $2.39 per 
thousand cubic feet, up 14 percent; average foreign 
natural gas price, $3.78 per thousand cubic feet, 
down 11 percent; U.S. natural gas liquids, $17.15 per 
barrel, up 8 percent; wholesale prices for auto- 
motive gasoline, $.87 per gallon, down 8 percent, 

and distillates, $.82 per gallon, down 12 percent. 


Petroleum Exploration and Production 
Phillips Petroleum Exploration and Production 
operations earnings for 1983 were $406 million, 
compared with $416 million in 1982 and $430 
million in 1981. i 
Domestic earnings declined to $286 million in 
1983, compared with $331 million in 1982 and $351 
million in 1981. The 14-percent decline in earnings 
from 1982 was primarily due to lower crude oil sales 
prices, higher leasehold impairment expenses, and 
higher depreciation, depletion and amortization 
principally resulting from the acquisition of General 
American Oil Company. Partly offsetting these 
negative factors were higher crude oil production, 
higher natural gas prices, significantly lower dry 
hole expense and lower crude oil excise taxes due 
to lower crude prices. i i 
Earnings abroad were $120 million in 1983, 
compared with $85 million in 1982 and $79 million 
in 1981. Earnings in 1983 improved mainly due to a 
$32 million benefit from reducing the reserve for 
Ekofisk dismantlement, higher crude oil production 
and lower dry hole expense. These improvements 
were partly offset by lower crude prices, lower 
natural gas prices, and lower foreign currency 
transaction gains involving the Norwegian krone. | 


Net income and Income Taxes 


Luu INEE Income || 


Percent Change 


Income Taxes __ 
Millions Effective 


Millions 
Mea a ae a of Dollars from Prior Year ti of Dollars Tax Rate 
1983 re eT i $1,556 1 Gea 
ane iba EE, 1,454 69. 
Ladd Es ees UE (18) | L792.) 67 
hh PAA inde ! 20 2,170 oa 
a, 891 24 1 Sey 


Gas and Gas Liquids 

Phillips Gas and Gas Liquids operations earnings for 
1983 were $274 million, compared with $276 
million in 1982 and $324 million in 1981. Higher 
production and higher average natural gas liquids 
sales prices in 1983 were offset by increased natural 
gas purchase costs, higher depreciation expense, and 
higher taxes as a result of lower investment tax 
credits, 


Petroleum Refining, Marketing and 
Transportation 

Phillips Petroleum Refining, Marketing and 
Transportation operations earnings for 1983 increased 
to $86 million, compared with $65 million in 1982 
and $25 million in 1981. 

Improved margins resulting from lower refinery 
throughput costs and lower raw material costs from 
processing more high-sulfur crude oils were the key 
contributors to the earnings improvement in 1983. 
Partly offsetting these improvements were generally 
lower sales volumes, lower average sales prices and 
higher taxes resulting from lower investment tax 
credits. 


Five-Year Summary of Net lncome 


Years Ended December 31 


Chemicals 
Earnings for Phillips Chemicals operations for 1984 
were $40 million, compared with $14 million in 
1982 and $90 million in 1981. Higher sales volumes, 
particularly in plastic resins and ethylene, lower 
feedstock costs and operating expenses were the 
principal reasons for the improvement in 1983. 
Prices remained depressed reflecting worldwide 
economic conditions. 

The elimination of unprofitable or marginally 
profitable businesses, which began in 1982, 
continued in 1983. 


Minerals 

Minerals activities generally remained in the 
exploration, development and start-up phases and 
therefore continued to reflect losses of $39 million 
in 1983, compared with $55 million in 1982 and $61 
million in 1981. Lower exploration expenses in 1983 
were the principal reason for smaller losses. Phillips 
continues to pursue opportunities for alternate fuels 
with its operations in lignite, geothermal and oil 
shale. Uranium remains unchanged since 1981 when 
it was placed on a standby Status. 


Millions: of Dollars 


as eee eee ie 
Petroleum Exploration and Production 
a esl $286 ELS Leese A 169 
Outside United States 120 85 79 281 216 
406 416 430 536 385 
Gas and Gas Liquids 
United States i AH Ah eee Pe te ar A 
Outside United States 3 4 (4) 5 5 
274 276 324 Doe 119 
Petroleum Refining, Marketing and Transportation 
United States _ LT TT ee EE EEN (eee 17 131 
Outside United States _ 13 10 9 47 48 
86 65 Pap) 64 179 
Worldwide Petroleum is ste a Ne eet 
Worldwide Chemicals a a Tee 
sd tchbat eC cH EA ee UN A aay Ma TG) iy | 4) Ceo) 
Other* (46) (70) 71 61 50 
$721 646 879 1,070 891 


*Other includes equity in earnings of affiliated companies and gains and losses from other corporate activities. 
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Exploratory Costs and Leasehold Lnupairment 


Geological and geophysical expenses _ 


Millions of Dollars 


Impairment « of leasehold investments 
Dry hole Costs 


Lease rentals 


Other 
Other operations reflected losses in 1983 and 1982 
of $46 million and $70 million, respectively, and 
profits of $71 million in 1981. Included in Other 
are the operating results of Walton Insurance 
Limited and Phillips Petroleum Credit Corporation, 
equity in earnings of other affiliated companies, the 
results of all other corporate activities including 
interest earned on time deposits and short-term 
investments, and interest expense on borrowings. 
The variation in Other operations between 1983 
and 1982 reflected a number of factors: equity in 
earnings of affiliated companies in 1983 were higher 
than in 1982 because 1982 included a substantial 
loss for the company’s insurance affiliate; offsetting 
factors included lower interest income, less 
capitalized interest and higher amortization of 
previously capitalized interest. 


Exploratory Costs and Leasehold Impairment 
Over the past five years, Phillips has charged 
against income a total of $2.75 billion of costs 
relating to its worldwide exploration for petroleum 
reserves and its search for alternate energy fuels in 
the United States, including lignite, geothermal, oil 
shale and uranium. Certain exploratory costs are 
expensed as incurred while others are capitalized or 
expensed depending upon the success or failure of 
the venture. A comparison of the components of 
exploratory costs and leasehold impairment for the 
last three years is shown above. 


Provision for lancome Taxes 
The total provision for income taxes increased in 


1983 1982 1981 

eed Mec AVS 

ac TT nil eM 

EE a TT ey 202 
LENT ua a 15 16 18 
$671 667 535 


1983 after declining in 1982 and 1981. Higher pretax 
earnings is the primary reason for the increase, as 
effective tax rates declined slightly to 68 cents of 
each dollar of pretax income in 1983, compared 
with 69 cents in 1982 and 67 cents in 1981. The 
overall trend remains up from the 58 cents 
experienced in 1979. 

In addition to income taxes, operating taxes paid 
by the company include the federal excise tax on 
U.S. crude oil, which, since its inception in 1980 has 
totaled $940 million, including $186 million in 1983. 


Foreign Currency Translation 

The principal functional currency used to measure 
the company’s foreign oil and gas operations is the 
U.S. dollar. Chemical operations in foreign countries 
use the local currency. The company’s major foreign 
currency exposure is the Norwegian krone. This 
exposure is managed by purchasing forward exchange 
contracts or by holding krone-denominated cash 
investments. 


Deferred Income Taxes 

Deferred income taxes increased 44 percent in 
1983. The principal reasons for this increase are an 
excess of tax over financial depreciation and the 
reversal of a financial reserve for the dismantlement 
of certain facilities at the Greater Ekofisk 
Development in the Norwegian sector of the North 
Sea. Refer to Note 8 of notes to financial statements. 


Changing Prices and the Effects of Inflation 
Supplementary information concerning the impact 
of inflation is provided on pages 62 and 63. 
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Stock Prices and Dividends Per Share-— Unaudited 


Quarter 


ew 


First Se 
oath ihe Ed idl als 
Pea Re erase CHAT S63 I ec A 


Ll seock Pate 


High » 


Fourth 


Hlosing Stock Price at December 51, 1985 


Number of Stockholders at January 31, 1984 


__ Dividends 


ea 


Hea 


LTT AA te 
119,304 


Phillips common stock, the only class of voting securities, is traded primarily on the New York Stock Exchange. 


Selected Quarterly Financial Data-— Unaudited 


1983 
First 


Sales 


and Other 
Operating 


Revenues 


___ Millions of Dollars 


Income 
before 
Income 


Taxes b 


Net Income 
Per Share 
of Common 
Stock 


Second eee ee ee Tee 
Third ES Bae ine) 
Fourth ee a i eT ee 
1982 

First cc i i 3,728 Sao ae 
Beare | ee Sea tT | 146 
Third i a 3,934 461 el 
Ce TT 4.083 514 ie 
1981 

First es ec 
Second Cl 3.971 esa 
Fourth | eee 4053 aS | 
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Selected Financial Data 


Millions of Dollars Except Per Share Amounts | 


1983 «1982 1981 1980 1979 
Sales and other operating revenues Tu $15,249 «15,698 tf 15,966 Le Ro HTM (eit) 
Totaltaxeschargedtoincome 2,003 Te Te Te ns: 1,395 
Net Oe ee a 
Net income per share of common stock i aN 7a) a 4.2 Oe RS CEE el 
Total assets LL | ee TE 
Long-term borrowings TT 2,242 OE 
Cash dividends declared per share of common stock 2.20 (2,20. 2.20 1.80 | 1.35 


Report of Certified Public Accountants 


The Board of Directors and Stockholders 
Phillips Petroleum Company 


We have examined the accompanying consolidated balance sheet of Phillips Petroleum Company at December 31, 1983 
and 1982, and the related consolidated statements of income and earnings employed in the business and changes in 
financial position for each of the three years in the period ended December 31, 1983. Our examinations were made in 
accordance with generally accepted auditing standards and, accordingly, included such tests of the accounting records 
and such other auditing procedures as we considered necessary in the circumstances. 


In our opinion, the statements mentioned above present fairly the consolidated financial position of Phillips Petroleum 
Company at December 31, 1983 and 1982, and the consolidated results of operations and changes in financial position — 
for each of the three years in the period ended December 31, 1983, in conformity with generally accepted accounting 
principles applied on a consistent basis during the period except for the change in 1982, with which we concur, in the 
method of accounting for foreign currency translation as described in Note 13. 


Tulsa, Oklahoma 
February 13, 1984 


Consolidated Statement of Income 
and Earnings Employed in the Business 
Years Ended December 31 


Revenues 
Sales and other operating revenues 
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PHILLIPS PETROLEUM COMPANY 


Millions of Dollars 


abes  igsa 


$15,249 


15,698 


1981 


15,266 


Equity in earnings of affiliated companies TT Ei i EO 
Other revenues 116 184 Dab 
Total Revenues 15,411 15,892 16,288 
Costs and Expenses 
Purchased | crude oil and products _ ae i 8,857. pe Ht 9,020 
Production and operating expenses _ ue Ne 1,891 2,101 2,104 
Exploratory costs and leasehold impairment A Abad 667 il Hee 
Selling, general and administrative Ha Sava te AER 44) 500. end 
Depreciation, depletion, amortization and retirements _ i 580. 700. 616 
Taxes other than income taxes _ TT 447 Le te 
Interest and expense on indebtedness - 247 226 202 
Total Costs and Expenses 13,134 13,792 13,617 
ee OO) ee 
Provision for income taxes 1,556 1,454 1,792 
Net Income 721 646 879 
Earnings Employed in the Business at Beginning of Year 5,225 eda ee 
Adjustment for change in accounting eC ol ES aE a 
Dividends declared and paid ($2.20 per share) (337) (336) (335) 
Earnings Employed in the Business at End of Year $ 5,609 pee 4,392 
Net Income Per Share of Common Stock $ 4.71 4.23 5.78 
Average Shares Outstanding (in thousands) 153,191 152,711 152,181 


See accounting policies and notes to financial statements. 
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Consolidated Balance Sheet PHILLIPS PETROLEUM COMPANY 
At December 31 _ Millions ; of Dollars 
_ 3 
Assets 
Current Assets 
_ Cash, including time deposits (1983--$749; 1982—$664) Bi POG TNE 
i “Accounts: and notes receivable (less allowances: Deore ~$12; 1982— Pe MARAE RRR nH so) 
' "Inventories. TE PGMA oF HMMA E oc 
Re epaid expenses and other current assets 110 130 
Total Current Assets MAGGS HCO RMP sttin AS ACMPMMMAMAs ae cued i 
Investments and | Long: Term R Receivables. CAAA ERS 4560 450 
Properties, F Plants and Equipment ( ( less accumulated depreciation, 
depletion and amortization) = vit | 9,549 liked Pais 
Deferred | Charges 186 190 
Total Assets oe a | $13,094 12,097 
Liabilities 
Current Liabilities | 
_ Accounts payable eS eae 
i _ Notes payable TE NC a a 
| -Long- -term borrowings d due within one year eT Hh ee 1 
ih Accr ued income and other taxes” Ht TN A HAA 1,258 1,086. 
i __ Other accruals at ee en 194 HA ed 
Total. Current Liabilities | CR AG 2 881 | HA PANT AN atl 
Long-T Term Debt TT ET i} le 198 a 
Other Long- Freon abies nt lt 358° 405 
Obligations under Cc ‘apital I Leases” TT TT | il i rated UMN LE 
Accrued Contingent Liabilities. eh eT EE | Papa 
Deferred Income Taxes” ee ee ee aa 838 
Other L Deferred Credits | cy TTT ee i TN rei AN GS 
Minority Interest in Consolidated Subsidiaries 35 alt 
Total Liabilities 6,945 6,324 


Stockholders’ Equity 
Common Stock ($1.25 par value) 
Shares authorized (200,000,000) 


Shares issued (154,449,429) 19350 Mest 
Capital ir in | EXcess of Par Value of f Common Stock. TE TT 490 ao 
Treasury Stock (at cost) (1983—1, 226, 265 shares; 1982—1, 329 ),961 shares) LET AG ti Cay (68) 
Foreign Currency Translation Adjustments ee eT TT say CNH (69) 
Farnings Employed in the Basin TT 5,609 5,225 
Total Stockholders’ Equity 6,149 mT a 
Total Liabilities and Stockholders’ Equity $13,094 12,097 


See accounting policies and notes to financial statements. 
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Consolidated Statement of Changes PHILLIPS PETROLEUM COMPANY 
in Financial Position 


ges ea ee 


Years Ended December 31 Millions of Dollars | 


Funds Provided from Operations Consisted of 


Net income Bil 646 879 
Meneashieme included i earnings TT 
Depreciation, depletion, amortization and retirements _ FEL AE Sea Oh 616 
Dry hole costs and leasehold impairment [i TT TG 405 eT ae 
Other (primarily deferred taxes) ee TT Ts 
eae ea 
While Funds Were Expended for 
Capital expenditures (including dry hole costs) (1,141 PAN iy 2,664 
Purchase of net noncurrent assets of General American ee er 
bitte salle ee Ea 
Investments ee TT i ti a . 23 18 SS 
Be eee Cento HOE UC ECO EU oo eG 
ee eotipany SOCK Ber 386) | 685 
Other TT es 44 
2,844 2,642 3.187 
Which Left a Deficiency of $51 723 1,233 
Additional Funds Were Provided from 
Long-term borrowings ae eae ane 
Sale of investments. i aii aa ATCA 
Other a : 20 32 22 
676 1,109 455 
Which Resulted in Increased (Decreased) Working Capital of $ (175) 386 (778) 
Working Capital Changes 
Increase (Decrease ) in Current Assets 
Cash aS eae 
OO CHe tes eee eee) 
_ Inventories _ a ea ey 
| "Prepaid ¢ expenses and other ¢ current a assets CO Se li ee OD Ce HAN 
(Increase ) .) Decrease in Current Liabilities 
eee te 
Notes payable ee ees Ge 
[one tcan borrowings die witrinione ies ee 
Taxes and other accruals (187) 41 418 
Increase (Decrease) in Working Capital $ (175) 386 (778) 


See accounting policies and notes to financial statements. 
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Accounting Policies 


Consolidation Principles and bavestorents— The 
consolidated financial statements include the accounts of 
companies owned more than 50 percent except for an 
insurance company and a credit company. Investments in 
these two companies, in companies owned 20 to 50 
percent, inclusively, and in corporate joint ventures are 
accounted for using the equity method of accounting 
(affiliated companies). Investments in other companies 
are carried at cost. 


Loventories—Crude oil, petroleum products, chemicals 
and merchandise are priced at cost, which is lower than 
market in the aggregate, mainly on the last-in, first-out 
(LIFO ) basis. Materials and supplies are priced at or 
below average cost. 


Oi and Gas Exploration and Developnment— Oil and 
gas exploration and development costs are accounted for 
using the successful efforts method of accounting. 


Property Acquisition Costs——Oil and gas leasehold 
acquisition costs are capitalized. Leasehold impairment is 
recognized based upon unsuccessful exploratory 
experience. Upon discovery of commercial reserves, 
leasehold costs are transferred to producing properties. 


Exploratory Costs—- Geological and geophysical 
expenses and the costs of carrying and retaining 
undeveloped properties are charged against income as 
incurred. Exploratory drilling costs are capitalized when 
incurred. If exploratory wells are determined to be 
commercially unsuccessful (dry holes), applicable costs 
are expensed. 


Development Costs——Costs incurred to drill and equip 
development wells, including unsuccessful development 
wells, are capitalized. 


Depletion and Amortization— Leasehold costs of 
producing properties are depleted on the unit-of- 
production method based on estimated proved 
recoverable oil and gas reserves. Amortization of 
intangible development costs is based on the unit-of- 
production method using the estimated proved 
developed recoverable oil and gas reserves. 


Depreciation and Amortization— Depreciation and 
amortization of properties, plants and equipment, 
including assets under capital leases, are determined by 
the group straight-line method, individual unit straight- 
line method and the unit-of-production method, applying 
the method considered most appropriate for each type 
of property. 


Property Dispositioas—When complete units of 
depreciable property are retired or sold, accumulated 
depreciation is reduced by the applicable amounts and 
any profit or loss is credited or charged to income. 
When less than complete units of depreciable property 
are disposed of or retired, the difference between 
asset cost and salvage value is charged or credited to 
accumulated depreciation. 


Disrnantlement Costs—The estimated costs, net of © 
salvage values, of dismantling facilities are accrued 
currently, using the unit-of-production method and the 
straight-line method, applying the method considered 
most appropriate for each type of property. 


Foreign Currency Translation— FASB Statement No. 
52, “Foreign Currency Translation,’ was adopted by the 
company in 1982. Under FASB Statement No. 52, each 
foreign entity’s financial results are measured in the 
primary currency in which that entity conducts its 
business (referred to as its functional currency), 
Monetary assets and liabilities and transactions 
denominated in currencies other than the entity’s 
functional currency are remeasured into the functional 
currency using current exchange rates. Gains or losses 
resulting from remeasurement are included in net income. 
Adjustments resulting from the process of translating 
foreign functional currency financial statements 

into U.S. dollars are taken directly to a separate component 
of stockholders’ equity and do not affect net income. 


Foreign currency transaction gains and losses, other than 
those relating to income tax accounts, are included as 
appropriate either in equity in earnings of affiliated 
companies, or in various costs and expenses. Income 
taxes applicable to such gains and losses and the gain 

or loss from remeasurement of income tax liabilities 
denominated in other than the functional currency are 
included in the provision for income taxes. 


Retirement Income Plans—Current service costs and 
amortization of prior service costs for defined benefit 
plans covering U.S. employees are accrued and funded 
based on actuarial studies. The parent company plan’s” 
unfunded prior service costs are amortized over periods 
not exceeding 25 years. For plans of subsidiary companies 
the amortization periods range from 20 to 40 years. Plans 
for the majority of employees outside the United States 
are fully insured and are accounted for on a cash basis. 


linterest Costs—Interest costs relating to significant 
long-term capital projects are capitalized. 


Income Taxes— Deferred taxes are provided for all 
significant timing differences in the recognition of 
revenues and expenses for tax and financial purposes. 
The allowable investment, energy and research and 
experimental tax credits are applied currently as 
reductions of the provision for income taxes. No 
provision for U.S. income taxes is made on undistributed 
earnings of certain companies and corporate joint — 
ventures because of reinvestment plans for such funds. 


Net Income Per Share—Net income per share of 
common stock is calculated based upon the daily 
weighted average of the number of shares outstanding 
during the year. 


ie 


Notes to Financial Statements 


Note 1-— inventories 
Inventories at December 31 consisted of the following: 
Millions of Dollars 
1983 1982 
| ES ECT er ee 
Merchandise 27 26 
DN eT ET ee ee ee ere TS AR eS 
Materials and supplies | 234 271 


iol 


Crude oil, petroleum products and chemicals 


The stated value of inventories determined under the last-in, first-out method would have been approximately $745 
and $904 million higher had they been valued using the first-in, first-out method at December 31, 1983 and 1982, 
respectively. The reduction of certain LIFO inventory quantities in 1983, 1982 and 1981 increased net income $45, $72 
and $14 million, respectively. 


Note 2---Investments aad Long-Term Receivables 

Components of investments and long-term receivables at December 31 were as follows: 
Rattione on eM ats 
BS Be 


Investments in and advances to affiliated companies: 
Fee esc ee eae i eee Ae A Ln A 


__ Walton Insurance Limited 25 A 


_ Companies owned 50 percent or less | rales AT A ae 


ee eT | Le SS ae 


Other investments 14 11 


Earnings employed in the business at December 31, 1983, include $130 million relating to undistributed earnings of 
affiliated companies. Dividends received from affiliated companies were $31, $47 and $31 million in 1983, 1982 and 
1981, respectively. 


Phillips Petroleum Credit Corporation (Credit) purchases certain accounts receivable from Phillips with funds obtained 
from short-term borrowings. Walton Insurance Limited (Walton) participated in the international reinsurance business, 
including insuring certain Phillips risks, until January 27, 1983, when Walton ceased writing new third-party reinsurance. 
Summarized information relating to results of operations and to assets and liabilities for Credit, Walton and companies 
owned 50 percent or less follows: 


_. Millions of Dollars 
Lecce cea a 


Credit 
Reyenues LEA ALT A iE ae 


Costs and expenses _ Tre ee ESS aes 


Income before income taxes OER CREE tal TEE REA RSE eRe 12 
Netincome | 4 6 He 


Current asset: : | LET Ec! A Pec e e 


HS EERE! ercceet ocak SPU uLEnpes enous posutusutscemey {prea veuultesssveccsrentyteetetects} if igeletecttipesti cel etree alcatel esata See pe Ho ered 


Hee ee ee see TT TT eT Eee, 2 ded A Gee 


Millions of Dollars 


BURR TUELELRED ESS 5 LS CERESSDLDI ESSELTE EAASESE BPD ES CaE! 


Walton. 
Underwriting income if 
_ International reinsurance bE OA LSI AU HON RH Ub 


PLOELA ESRUnEaE SEE BBS USTEES UE EESERISE BELUD GSA TREPLav EST SESREEE PETES a ts eee ree ni a PEED ES ESSSEUTASLUSUSS SEPEREUD SCALE A Eoeeus pV SS IESE bt LOL ES Der eb tPes Pepe oN Cob Saieeaeied 


__ Phillips SL i TE dE EA 
Underwriting expense ll i EO TASHA a a Tee: 
Net underwriting loss _ TT TT a i ee | 22) CSCO ata 
EE | il ae 19 a 
a CA i (3) CQ CA 
(io nome 
Other assets _ a ee ee 
ee TT | ee Te 
Se 


Companies Owned 50 Percent or Less HONEA EAL i Hh 
Revers a nc : BB, 2 54 O88) |) eee 


Costs sand expenses 2,843 3,661 + 4,007 


Petree ed CHUSESbySHAESSHSUESUCLLEDD SLD KOAEPSEPISEDOSUDPELUNAEEDIL) SLD ubep scale ppapesreoerostsesursenclusr SUUeapiocsegastculestupuapuplisgsuelssitees oreo atelthloLie. Slee SScERS Ard Ot PLESESSASESUESAESEDPIOPUPLLSAPISSEUELSLESIISL OES} eLearvouspenvels VeopegtiyUlesl Fil S2S0L1/HSSLT%) 


Income before income taxes” 391 PAAR Norest MA i 


Netincome EE EN CO eae 


Current assets CNA ATH Aa La Ht CE FA 688 (ip28 ao i 
iT | TU 2,680 3,038 ~~ 3,657 
Canrent Haile 
CH ee 


Note 3-—Properties, Plants and Equipment 
The company’s investments in properties, plants and equipment (at cost) at Dee eMule 31 are simu PUATH IT as follows; 


\ Millions of Dollars _ 
1983 iH 1982 
Energy Resources La A ETE TANT Ca $ 9,440 Pele PH 


Petroleum | Products | AOA NAR it Bier uh 2,607 
Chemicals. Ha . He 1,432 ~—«-:1,487 
Other ) SNe, 


TET Ce A 14,302. 12,702 
Accumulated depreciation, depletion and amortization ii . 4,753 4,154 hi 


$9,549 8548 
Assets under capital leases included above - . $ 134 159 


Accumulated amortization | | 90 105. | 
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Note 4—-Debt 

Short-Term 

Short-term borrowings at December 31 consisted of the following: 
Habtesabitetlt laa ops 
Hdl A 


Commercial paper _ 30 

i | $ 111 152 
Weighted average annual interest rate 10% 9 
Long-Term 


Long-term borrowings due after one year at December 31 consisted of the following: 
| Piitions| Of Dollars 
Wide MENU IN a 


14% Guaranteed Notes Due 1989 MAG AMS CARMAN AT bay 


Se ee aad 260 
eT TTT TE 
ee TT TT 
catalan anne See 
oer EA i 
5%% Marine Terminal Revenue Bonds, Series 1977 Due 2007 ao 20 


Notes payable to banks, insurance companies and others 


[Leica hittin tT EE SL 
__At 10%6% -13% due through 1993 EL Ce 
_At 10% ~ 107% due through 1993. ee U a (ieee 
_At 5%6% -91946% due through 1993 en 310 
Purchase obligations 19 
Long-term debt 1,900 
Obligations under capital leases 55 

$2,242 1,955 


Maturities of long-term debt in the years 1984 through 1988 are: $20, $38, $155, $113 and $143 million, respectively. 


Arrangements existed at year-end 1983 for the company to borrow an additional $131 million for financing U.K. 
exploration and development activities; the outstanding balance at year-end was $540 million. Repayment, which 
commenced in 1983, will continue through 1993. Interest rates change periodically over the life of the borrowings and 
are based on the rate offered by prime banks in the London Interbank Market increased by an applicable margin. 


Lines of Credit 

The company and Phillips Petroleum Credit Corporation (Credit) have arranged with a group of international banks 

a $1 billion multicurrency revolving credit agreement, which extends through mid-1989, and two revolving credit 
agreements with other banks for $250 and $300 million each, which extend through mid-1990. These revolving credit 
agreements require commitment fees of less than 2 of 1 percent per annum on the unused portion of the lines of credit. 
The company and Credit also have committed lines of credit of $235 million that will be available through mid-1984. At 
December 31, 1983, approximately 19 percent of the total amount of these credit facilities was being used as support for 
issuance of commercial paper by the company and Credit or for other short-term borrowing arrangements. 


Compensating Balances 

The company maintains compensating balances for the $235 million of committed lines of credit. The company also 
maintains compensating balances for banking services under various arrangements with several banks. The 
compensating balances for banking services are not legally restricted as to withdrawal and are continually reviewed and 
adjusted based on levels of services and activity. The total of all compensating balances is not material in relation to total 
liquid assets. 
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Note 5+ Other Longe Terna Liabilities 

Other long-term liabilities consist mainly of accrued liabilities for dismantling offshore exploration and production 
facilities. | | 
Note 6-—-Non-Mineral Leases 

The company leases bulk and service stations, tankers, computers and other facilities and equipment under both capital 
and operating leases. 


At December 31, 1983, future minimum rental payments due under noncancelable leases were as follows: 


Millions of Dollars } 


Capital Operating 


Leases Leases 
1984 asa ME 39 
1985 i 16 HAAG 
a 
CE ee 
Remaining years 16 47 
Total payments* Ch 76 162 
Less imputed interest 21 (Hit 
Present valwe a Ee En on 
Amount included in current liabilities = 11 
Obligations under capital leases ca tlt HT $44° 


‘Minimum payments have not been reduced by aggregate minimum sublease rentals due under noncancelable subleases of $7 million for capital 
leases and $3 million for operating leases. 


Operating lease rental expense for the years ended December 31 was as follows: 
Millions of Dollars _ 


rf ih 

1983) 1982) 198 

See ee eT TT ST Ev ea Ce ae bean 
Less sublease rentals 8 8 9 


Net rentals Ha $73 84 67 


Note 7---Litigation and Contingent Liabilities 

A number of legal proceedings are pending in various courts or agencies in which the company or a subsidiary appears 
as plaintiff or defendant, including civil class action suits filed by the states of Florida, California, Arizona, Oregon and 
Washington (all consolidated for pretrial procedures in the U.S. District Court at Los Angeles, Calif.) against numerous 
petroleum companies, alleging extensive violations of the antitrust laws relating to the production and refining of crude 
oil, and the transportation and marketing of crude oil and refined products, 


At December 31, 1983 and 1982, the company was contingently liable for $34 and $38 million, respectively, for 
obligations of affiliated companies and others. In addition, the company had contingent liabilities at both dates resulting — 
from throughput agreements with pipeline and processing companies in which it holds stock interests. Under these 
agreements, Phillips may be required to provide any such company with additional funds through advances against 
future charges for the shipping or processing of petroleum liquids, natural gas and refined products. 


While it is not possible at this time to establish the ultimate amount of liability with respect to contingent liabilities, 
including those related to legal proceedings, the company is of the opinion that the aggregate amount of any such 
liabilities for which provision has not been made will not have a material adverse effect on its financial position. 


Note §8—Taxes 
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Lidcteeifha ll andl Ue 


1983 1982 "1981 
Taxes Other Than Income Taxes TA TT 
Property $ 65 47 49 
Crude oil excise TTT eT Tn 186 BG Uy Niigne 
a ae 
Payroll | ee ee TT TT sg: Sa TCA 
Other ie aia 27 Na 
447 47 649 
Income Taxes 
Federal 
_ Current — Sea N AEE 108 24 194 
"Deferred TT AE Tees ES 176 
Foreign TTT TLR a an NG ( . CG TT 
Oo i Ae Ht A 1,930 
Deferred ii ia 161 (38) 54 
State and local (current) i } Te TT i 44 (37 | 38 
1,556 1,454 1,792 
Total taxes chargedtoincome FTE AU eA OOo 1,931 2,441 
Excise taxes collected on the sale of petroleum products a and paid to ‘taxing agencies TT 144 Ta I Hs 
$2,147 2,056 2,569 
Deferred income taxes relating to timing differences were: 
Excess of tax depreciation over financial Hi Nad eS se SATE CRARHUatat 
Excess. of intangible drilling and certain other costs over financial provisions. CE aE 24 OS es 122 
Financial COV SIORTON CSI ane TEES 121. (70) (78) 
Capitalized interest, net of amortization Au Au itn HARUKA UL NAR AGERE NIH EA HRA A RE 
Excess of financial provision for leasehold impairment over related tax ax deduction TO AN (7) 
kei (1) (22) 17 
$ 340 180 230 


The amounts of U.S. and outside U.S. income before income taxes and a reconciliation of tax at the federal statutory rate 


with the provision for income taxes follow: 


Millions of Dollars 


_ Percent of Pretax Income 


1983 1982 1981 “1983. aT 1982 | itt 1981 
Income before income taxes: 
United States i _$ 841 PGCE Aba al ARUN aia 
Outside United States 1,436 1,331 1,659 63.1 63.4 62.1 
$2,277 2,100 2,671 100.0% 100.0 100.0 
Federal statutory income tax i $1,047 966) ea iste hata 46. 0}, ROMs cay 
Foreign taxes in excess of f federal statutory rate. ESOT iy 566 - Ce ateed ER 25.4 IE 26. || 25.0 
Investment, energy ; and research tax credits COO DES) (87). (1.5) me 5.4) TRAM 
_ Other (36) 35 (19) (1.6) 1.7 (7) 
$1,556 1,454 1,792 68.3% 69.2 67.1 


Deferred taxes have not been provided for the company’s equity in undistributed earnings of certain companies and 
corporate joint ventures because of reinvestment plans for such funds. At December 31, 1983, 1982 and 1981, the 
ageregate of these funds was $274, $245 and $213 million, respectively, excluding amounts which if remitted would be 
expected to result in little or no tax because of available tax credits and other deductions. 


The Internal Revenue Service has examined the company’s U.S. income tax returns through 1974, and all deficiencies 
have been settled. The company is of the opinion that any adjustments made to the company’s returns for subsequent 
years will not have a material effect on the financial position of the company. 


Note 9-—Stockholders’ Equity 
Changes in common stock, capital in excess of par value of common stock and foreign currency translation adjustments 
follow: . 


Common Stock Millions of Dollars — 


Capital in Foreign 
Shares Excess of Currency 
Shares Held in Shares Par Value of Translation 
Mss MMe Scone edachtstns )\|(ibunubueniatinheonninia lll gioco ie 
eich cabtatastllSxlbecdcieg AMMA ed tite edad de Ad es LL 
Issued under Incentive Compensation Plans (980) 980 
Dee eo ee 89,820 OB ANT eS ee 
Cumulative foreign currency translation 
tia il AAT 
Oe re EAH be! 
Treasury Shanes eXCHAReCE TOT tee en a be 
Issued under Incentive Compensation Plans (1,111) 1,111 
chsh died edaalltahids GEO 154,449,429" 1,329,961 153,119,468 Ht 492 (69) 
tit iiithinminichn ama AG nn el 
Translation adjustment recognized in 
anticipation of disposal of foreign 
Issued under Incentive Compensation Plans (103,696) 103,696 (2) 
December 31, 1983 154,449,429 1,226,265 153,223,164 $490 (81) 


Note 10--.Retirement Income Plans 

The parent company and its subsidiaries have defined benefit retirement plans covering substantially all employees. 
Total pension costs were $33, $65 and $77 million in 1983, 1982 and 1981, respectively. The primary factors in the $32 
million reduction of pension costs for 1983 were changes in the valuation method for parent company plan assets and in 
the work force. Changes in actuarial assumptions in 1982 (increases in the salary progression rate and the investment 
return rate) decreased pension costs by $25 million, partly offset by a $15 million increase resulting primarily from 
higher compensation. 


Accumulated benefits and net assets of plans for U.S. employees at January 1 are presented below: 


‘Millions of Dollars _ 


Parent Company _ Subsidiary Companies 
et en 1982 1983 1982 

Actuarial present value of accumulated plan benefits i i 
iin Reece 673 12 37 
Nonvested 130 102 1 ii 
$ 809 775 13 38 


Net assets available for benefits $1,258 1,044 30 48 
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The above actuarial present values of accumulated plan benefits were determined assuming an 8 percent rate of return 
for the parent company plan and 7/2 percent for plans of subsidiary companies. In determining these values, neither 
future years of service nor future salary increases were included; however, for purposes of funding and pension cost 
accrual, both factors were considered. 


Note 11—-Incentive Compensation Plans 

The Incentive Compensation Plan provides for awards to key employees in recognition of outstanding contributions to 
the company’s success. Awards, as approved by the Board of Directors, may be in the form of cash or shares of the 
company’s common stock and may not exceed a specified percent by which net income exceeds an expressed percent 
of borrowed and invested capital, as defined by the plan. In anticipation of awards that may become payable under the 
plan, provisions of $10, $5 and $9 million were made against earnings in 1983, 1982 and 1981, respectively. The 
provisions were substantially less than the maximum permitted under the plan. 


The Long-Term Incentive Compensation Plan provides for the granting of contingent awards to certain key employees as 
incentives to improve the company’s long-term profitability and growth. The amount of awards to be paid is determined, 
at the close of each performance period (three or more years), on the basis of performance measurement criteria 
established by the Board of Directors at the beginning of the performance period. The amount charged against earnings 
and credited to a reserve in anticipation of awards that may become payable under the plan was $1 million in 1983. 
Application of the same performance criteria returned $1 and $2 million to income in 1982 and 1981, respectively. 


Note 12—-Interest, Maintenance and Repairs, and Research and Development 


LEA Simei aan 


Hbs3 | | ioe || ab 

Interest 
Capitalized 64 110 60 
Expensed $247 226 202 
Maintenance and repairs—expensed $372 417 440 
Research and development expenditures— expensed $116 138 118 


Note 13—Foreign Currency Gains and Losses 

Effective January 1, 1982, the company adopted FASB Statement No. 52. Transaction gains and losses, net of income tax 
effects, computed in accordance with FASB Statement No. 52 increased earnings $30 million in 1983 and $61 million in 
1982, of which $40 million ($.26 per share) in 1982 is attributable to the change to FASB Statement No. 52. Foreign 
currency gains and losses computed following FASB Statement No. 8 increased earnings $42 million in 1981. 


Note 14— Acquisition of General American Oil Company of Texas 

On March 8, 1983, Phillips Oil Company, a wholly owned Phillips subsidiary, completed its acquisition of General 
American Oil Company of Texas (GAO), a Dallas-based oil and gas exploration and production company. The purchase 
price of GAO stock acquired was $1.14 billion. The acquisition was accounted for using the purchase method. The 
results of operations of GAO have been consolidated with those of the company since February 1, 1983. Pro forma 
consolidated results of operations, as if the acquisition of GAO had taken place on January 1, 1982, are not presented as 
they would not differ materially from actual results. 
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Note 15—-Segment and Geographic Information 

The company is involved primarily in Petroleum and Chemicals operations. Petroleum operations are fully integrated 
and involve the discovery, production, transportation and refining of crude oil and natural gas together with the 
subsequent transportation and marketing of products derived therefrom. This segment also provides feedstock for the 
production of petrochemicals. Chemicals operations involve the manufacture and marketing of a broad range of 
petroleum-based chemical products, including synthetic rubber, carbon black, plastics, fertilizers and synthetic fibers, 
The Other segment includes Minerals and miscellaneous activities. 


Segment and geographic information for 1983, 1982 and 1981 is presented on pages 53 and 54. A reconciliation to the 


financial statements follows: 
Millions of | Dollars 


RUE Net Income Poel Assets qe 

ARS SA 1983 19821981 
Operating DEORE IMM hiIite AANA ARITA RRR eee a ae oe AA RE 
identifable assets (00 UU eee ee 
Equity in earnings and assets of affiliated companies AG 10 LE ene LAN etal 
Ocner TevENKes Adasen eS | 
General corporate expenses, interest and income taxes 977) (1,842) (2,157) fli 
Corporate assets 1,475. 1,279. = 1,250 
i a $ 721 646 879 13,094 12,097, 11,264 
Return on average total assets il it 5.5% pM 8.2 


Sales and other operating revenues by business segment and by geographic area include both sales to customers 
outside the consolidated companies and sales within the consolidated companies that approximate market value. 
In computing operating profit, none of the following items has been added or deducted: equity in earnings of affiliated 
companies, general corporate revenues and expenses, interest, and income taxes. The company’s share of assets and 
earnings of affiliated companies, which are vertically integrated with operations of the company, is not material. 


Identifiable assets by business segment and geographic area are those assets that are used in the company’s operations in 
each segment or area. Corporate assets are principally cash. 


Intersegment and intergeographic sales and profits in inventory are eliminated in determining consolidated revenue and 
identifiable asset totals. 
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Analysis of Results by Business Segment 


Years Ended December 31 Millions of Dollars 
hb ea 


Sales and Other Operating Revenues to Outside Customers 
Petroleum operations— United States He | S10, 691 10,888 _ 10,568 


Petroleum um operations— outside U. United States Ht 2 262 2,402. 2.878 
Chemicals a ee 2,470 
Other 41 52 50 


15,249 15,698 15,966 


Sales within Phillips between Segments 
Petroleum operations— United States 648 571 NAA S 


Petroleum operations— outside United States Pil 365 ih 430 i pau 


Chemicals eee 


Other | 35 38 36 
1,277 1,293 1,497 

Eliminations (intersegment) (1,277) (1,293) (1,497) 

Total Das ees eos 15,966 


Operating Profit 
. Petroleum operations—— United States $ 1,255 1,147 1,330 


ELSI UERINDSUELTVSEEVEUUEESEUELIEEISUTUASSHaLES EAD enemree mica Des mbna S rss Sete ay Eps Seat MEeAL Oecaoetgraet Conese caCoU tos Autoets OSteAteLtareleersusaEteesaas supebekonteestiet GateLossunsbes eee teet shecperteest abinetphecetettetenantece 


Hyatt hal neath hal ete EAL aa CCA HESS SH Esa nN a 


Chemicals ee ee 
Se Lea (99) Nha 
Eliminations (intersegment ) (2) 22 (1) 


Net Income $1) (74 Ta 879 


Assets Identifiable by Business Segment 
Petroleum operations— United States Al _ $ 6,659 5,702 HUA sti 


_ jouer aut dl iheg beeen a sida rail ral 


Chemicals eee TS EITC 


Other TM TRRIMAT AURA 689 i ee 570 
Eliminations (intersegment) (12) (11) (34) 
$11,263 10,480 9,589 


| Depreciation, Depletion, Amortization and Retirements (see note on page 34) . 
Petroleum operations-—--United States $ 659 565 360 


Hetrolenm operations outside 0 United ital CT Te a 


Other ee eee ea 


Corporate Pay 2 4 


Capital Expenditures-—Properties, Plants and Equipment 
Petroleum operations— United States / $ 692 1,228 1,729 


Ut iii Te db evil 


Chemicals itinnti 64 Heat 148 Hl i 166 


Cie 7 : es 


Corporate i 85 126 111 
eae a iON NG HRPM eA 
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Analysis of Results by Geographic Area 


Years Ended December 31 Millions of Dollars 
1983 1982 1981 


Sales and Other Operating Revenues to Outside Customers 


United States $12,392 12,656 12,564 
TT TT TT TT ee 3,044 
OT TT 241 Pa e4 358 
15,249 15,698 15,966 
Sales within Phillips between Geographic Areas 
United States 126 136 126 
TT Tt a LET EE 480 
OTE ee TT His 24 21 
521 602 627 
Eliminations (intergeographic) i (521) (602) (627) 
“Total el $15,249 15,698 15,966 
Operating Profit 
United States $ 1,250 1,071 1,353 
oe SM IC A at nih merci cn en 
a iii GOS) 0 Mean 
ae (2) MA ie 
TT $ 2,571 2,291 2,762 
Net Income Bi ea 646 879 
Assets Identifiable by Geographic Area 
United States $ 8,465 7,734 7,161 
Ce TT ee ae er TTT aa 2,509 2,256 
—_—_—________ che 
ELHIAONS (IDFEERCORTADE I ee a TG Tes 
i A Ha $11,263 10,480 9,589 
Export Sales $ 465 444 481 


Depreciation, depletion, amortization and retirements on page 53 includes for 1983, 1982 and 1981, respectively, $405, $408 and $242 million of 
dry bole costs and leasehold impairment, which are included tn exploratory costs and leasehold impairment in the Consolidated Statement of 
Income and Earnings Employed in the Business on page 41. 


Oil and Gas Operations 
Oil and Gas Statistics —— Unaudited 
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1983. HA hae | 1981 
Net Crude Oil and Natural Gas Liquids Production _ Thousands of I Barrels Daily. Hl 
Crude Oil 
United States i bi | 127 112 116 
Europe-Africa cae i i TTT | ae eT iy otis 
Other areas ; t | a a ms 
Total Crude Oil Production 247 225 246 
Natural Gas Liquids’ 
United States leaseholds EOD La Ce 
United States plants 134 120 121 
l a TT ES: 148 152 
Europe-Africa leaseholds 14 12 11 
Total Natural Gas Liquids Production 1 160 163 
Total Crude Oil and Natural Gas Liquids Production 422 385 409 
Net Natural Gas Production _ Millions of Cubic Feet Daily _ 
Ee Tae poe 
Other areas 24 — 1 
Total Natural Gas Production 1,266 1,260 1,388 
Average Sales Prices Had IGA A 
Crude Oil—-Per Barrel 
United States __ HAA i HH LL OO LOG iN eNue ay 
Europe-Africa _ SA ! i A ASAE ACA eM 
Other areas ES eT TE ea WI Ne ie AMM AUNT ai 
Natural Gas Liquids—-Per Barrel 
United States PAAR EAT PH CUA RATA NUTRI ! AT AN See AO 
Europe-Africa Le AD ee A AA 
Natural Gas—Per Thousand Cubic Feet. 
United States leases* a eA nn ll Neck CAA AMA AT 
United States leases and natural gas | liquids plants* TN LA Fe ee Se Rey 
Europe-Africa a i Sarr eRe 
Other areas LA LGR AANA EY SNR ea 
*Excludes sales of liquefied Heh gas HL aed Kenai, Ase 
Average Production (Lifting) Costs*— Per Equivalent Barrel of Oil 
Se ET see A 
Europe-Africa | ECONO A Cede OHA AA NAAN 62 
Te ee eee eT TT TT TT TAA NECA RASA HA TENG Ae eR LEAH ian. eae A 10. 26 


*“Production ( lifting ) costs’ consists of costs ea to HALA and maintain Heil and Nidees Le eaveeotae and jucilities used in the Weide 
of petroleum liquids and natural gas. Also included is the U.S. crude oil excise tax of $186, $226 and $409 million in 1983, 1982 and 1981, 
respectively. It does not include depreciation, depletion and amortization of capitalized acquisition, exploration and development costs, 
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Oil and Gas Statistics —- Unaudited 


December 31, 1983 


Thousands of Acres 


Acreage Gross NW Net 
Developed Acreage 
United States I TAT 2,662 1,808 
Ue Si i 214 59 
Other areas 338 165 
Total Developed Acreage _ Gu 3,214 2,032 
Undeveloped Acreage ih 
United States _ EME ay EEC 8,627 6,270 
Europe (Netherlands, Norwegian and U U, K sectors of North Sea, Italy and Spain) 5,446 1,944 
Africa (Ivory Coast, Egypt and Nigeria) LE TT TTT TRU REA CUR 4,158 1,920 
Asia (Indonesia and Thailand) Re TT Ee A 17,618 WP I AN 
¢ anada (Northwest Territories, British ‘Columbia, A Alberta and Saskatchewan in) TENE 6,160 2,258 
Gn ee 4928 1478 
Australia tt” 2,003 668 
Total Undeveloped Acteage il iit 48,940 Wal A | 
Wells Completed* | 
tac AE Net Productive i Net Dry _ 
983, 182) 1b8i) |) 9683 | 1083 1981) ees ee 

Exploratory Wells Ce 
United States i AE ee Ea 201 Neh 
Europe-Aftica ut 12778 re 3 3 8 6 
Other areas HS 52 LS eT eT Ny de 
Total Exploratory 114 138 139 17 16 33 41 47 42 
Development Wells 
United States i | AA 828 ‘1,023 894 167 ACL ANN Aah 36 Ol7, 16 
Europe-A -Africa i 14 16 2 Na 5 7 = — 1 
Otherareas Hl | Mi i 1 SE TE 1 a ie 
Total Development 849 1,039 920 173 226 235 37 37 17 
“Excludes Pay arrangements, 
Wells at Year-End 1983 

_In Progress* _ EN CO CCR MCE ty 

at Oil Gas 

Gross Net __ Gross Net Gross Net 
United er ees (60 34,976 8,210 4,976 2,573 
nl acest eco A ETA AL LT ee Enh 238 65 91 
OE a i TT 13 oil 901 290 330 93 
Total Wells Hi 288 72 36,115 8,565 5,397 2,691 


“Includes wells which have been temporarily suspended. 
**Includes 1,039 gross and 421 net multiple completion wells. 
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Capitalized Costs Relating to Oil and Gas Producing Activities— Audited 


Years Ended December 31 Millions of Dollars 
ees nee 
Proved properties $6,229 4,934 
oe URGE We EEE EE SE a ey Ne AN Ties 
Total ) | 7,513 6,102 
Accumulated depreciation, depletion and amortization = | (2,526) (2,058) 
Net LC $4,987 4,044 


* “Capitalized Costs Relating to Oil and Gas Producing Activities” includes the cost of equipment and facilities that 
support only oil and gas producing activities. Not included are investments in natural gas liquids extraction plants and 
related systems as well as downstream manufacturing, distribution and marketing facilities required to convert raw 
petroleum liquids and natural gas into consumable products. 


* “Proved properties” includes capitalized costs for oil and gas leaseholds holding proved petroleum liquids and natural 
gas reserves, wells and related equipment and facilities (including uncompleted well costs) and support equipment. 


° “Unproved properties” includes capitalized costs for oil and gas leaseholds which are under exploration, including those 
where petroleum liquids and natural gas were found but not in sufficient quantities to be considered proved reserves. 


Costs Incurred in Oil and Gas Property Acquisition, Exploration and 
Development Activities Audited 


ATA Millions of Dollars 
Property 
Acquisition | __Exploration = Development ss Total 
1983 
Rieipesc Sates! |) ee ee aes 
TT 156 68 5 229 
Total $1,100 498 370 1,968 
1982 
Co Rann 2 99 i 101 
Total $)) O7 Es 589 1,278 
1981 
Ce aS ane 
Other areas TE 5 121 18 144 
Total $ 659 621 5 Pa tI 1,809 


* “Costs incurred” includes both capitalized and expensed items. 


¢ “Property acquisition” includes the cost of acquiring undeveloped oil and gas leaseholds. In 1983 it also includes 
proved properties of approximately $751 million in the United States and approximately $144 million in Other areas 
resulting from the acquisition of General American Oil Company. 

* “Exploration” includes geological and geophysical expenses, the cost of carrying and retaining undeveloped leaseholds, 
and exploratory drilling costs. 

* “Development” includes the cost of drilling and equipping development wells and building related production facilities 
for extracting, treating, gathering and storing petroleum liquids and natural gas. 


Nn 
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Proved Reserves Worldwide— Unaudited 


CrudeOl _ Natural Gas Liquids _ 


Years Ended December 31 Millions of Barrels Millions of Barrels Mh 

United Europe- Other United Europe- Other 

States Africa Areas Total States Africa Areas Total 
Developed and Undeveloped TTT ce TT Ae ca | i 
1980 370 462 AeA ace AGA cA AMA MUU 182 
Revisions of previous estimates. (28: (59) CO OY) 1 
Extensions and discoveries 00) 00 UM 30 Ss ae at ul 
SOC CA A EES CT a) (12) (4) ETH 
198k 359 388 2 749 EO OR ae 167 
Revisions of previous estimates. wd1KsC(ia 0 es 
Purchases of reserves in place TT Te 
Extensions anddwcovenas! at se 
BOUCHE re Tee TT UTTER OTT (79) (11) ee i (15) 
1982 369 365 3 Moi, \ Nee Dil AIAG na 178 
Revisions of previous estimates. (ai(‘é‘z ;O;;”;”;~*;*Ct Dl 8D — nh 25 
Improved TeCOVERy lrg el Se Ta eT TT ee 
Purchases of reservesinplace (asi (asi ae Ce TE ETE 
Extensions and discoveries 
Produ cee COD MCA CRS OT OMAN GD NCGS nn Re (16) 
1983 406 416 28 850 147 50 Pi 198 
Developed 
1980 309 349 2 660 i ede 50 “ 177 
198] 312 308 1 621 116 48 —_ 164 
1982 301 341 2 644 120 54 ET i 
1983 322 339 28 689 143 50 1 194 


¢ “Proved reserves” are those quantities of crude oil, natural gas liquids and natural gas which, upon analysis of 
geological and engineering data, appear with reasonable certainty to be recoverable in the future from known oil and 
gas reservoirs under existing economic and operating conditions. As additional information becomes available or 
conditions change, proved reserve estimates must be revised. 


* ‘Developed reserves” are those portions of proved crude oil, natural gas liquids and natural gas reserves that are 
recoverable through existing well bores and production equipment and facilities. 


* “Proved crude oil” includes quantities attributable to fluid injection pressure maintenance programs planned for the 
Prudhoe Bay field in Alaska (estimated 28 million barrels) and being implemented in the Maureen field in the U.K. 
sector of the North Sea. In 1983 additional quantities were added for an improved recovery project in the Ekofisk field 
in the Norwegian North Sea (estimated 58 million barrels). 
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EE TTR ean a Css) EO 
Years Ended December 31 _ Billions of Cubic Feet 


United | Europe- Other 
States Africa, Areas Total 


Developed and Undeveloped 
1980 TEE ene NMA ele 


Se ee a gs 86 


Purchases of reserves in place 4 — oo 4 


ee ae 

(2) (504) 
eh AN 3,295 46 6,766 
Ce ey ae 


ee ee eee ETE ES 
J patinainainnmtth tt Nl CNM SAGA A 
Production (274) (178) (1) (453) 


Local EOE Mu i Se OR TT NR Mi OS 
ce Gini Cadiilanararactastlttt tT ST 
Purchases of reserves in place ee se TT Bete 
ee ee eee Ts 
Cee ee | CGE tN eS) 


1983 3,548 2,993 318 6,859 


OO atin EM en 
Production (320) (182) 
1981 nS ea 


Developed 
1980 3,206 3,236 55 6,497 


1981 3,246 3,051 46 6,343 


1982 3,236 2,930 43 6,209 
1983 3,348 2,768 303 6,419 


* “Proved natural gas” includes estimated reserves for which there presently is no market, as follows: 132 billion cubic 
feet from Prudhoe Bay field in Alaska in 1980, 1981, 1982 and 1983; 46 billion cubic feet from Ghost River field in 
Canada in 1980 and 34 in 1981, 1982 and 1983; 905 billion cubic feet from fields in Nigeria in 1980, 1,066 in 1981 and 
1,062 in 1982 and 1983. 


¢ Prudhoe Bay reserves of 132 billion cubic feet, Ghost River reserves of 34 billion cubic feet and Nigerian reserves of 
1,062 billion cubic feet are included at no value in “Standardized Measure of Discounted Future Net Cash Flows 
Relating to Proved Oil and Gas Reserve Quantities” shown on page 61. 


¢ “Natural gas reserves” are computed at 14.65 pounds per square inch absolute and 60° Fahrenheit. 
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Results of Operations for Oil and Gas Producing Activities— Audited 


Millions of Dollars 


United "Burope- Other 

_States Africa | Areas Total 

1983 
Sales TACT SAECO EA $1,018 sell! 80 2,019 
Transfers sts 791 1,054 —_ 1,845 
Total revenues _ ae 1,809 Hs lee 80 3,864 
Production (lifting ) costs CNG 657 388 38 —isiéaz«O83 
Exploration expenses A 154 ve 40 265 
Depreciation, depletion, amortization and retirements. 487 97 69 653 
yh NTU oad THUAN Usb (67) ~—-1,863 
Provision for income taxes 229 1,226 3 1,458 
Results of Operations for Producing Activities $ 282 193 (70) 405 

LDS2 
Saeed eA EA if l MEAs ci 
Transfers | 767 1,317 — 2,084 
Mikasa anal AGE HELE Me ec Me 
Production (lifting), costs - } oe AMMAN tadegseodE UOTE HME Wed 1,067 
Exploration expenses 127) GOH Be ees 
Depreciation, depletion, amortization and retirements 345 328 54 a 
CAAA Mecca MM ACG MON AKG cl 
Provision for income taxes 301 1,252 (6) 1,547 
Results of Operations for Producing Activities $ 338 125 (102) 361 

1981 
Cantal EAA | i iH Ate ee SS 2,114 
Transfers He 831 1,369 i 2,200 
Potlircveaues HH cn ae nan EO NC INN eae AN 64 4,314 
Production (lifting) costs OA eS Hie 1,251 
Exploration expenses __ H FO FA eR 58 eon 
Depreciation, depletion, amortization and retirements 237 326 69 632 
it a ea See oti 
Provision for income taxes 334 1,384 — 1,718 
Results of Operations for Producing Activities $ 376 166 (82) 460 


° “Sales” excludes revenues received from operation of natural gas liquids extraction plants and related gas systems. 


Transfers are valued at prices which approximate market prices. 


* “Production (lifting ) costs” consists of costs incurred to operate and maintain wells and related equipment and 
facilities used in the production of crude oil, natural gas liquids and natural gas. Also included is the U.S. crude oil 
excise tax of $186, $226 and $409 million in 1983, 1982 and 1981, respectively. It does not include depreciation, 


depletion and amortization of capitalized acquisition, exploration and development costs. 


* “Exploration expenses” primarily includes geological and geophysical expenses and the cost of carrying and retaining 


undeveloped leaseholds. 


* “Provision for income taxes” is computed using each country’s statutory tax rate adjusted for permanent differences 
relating to the oil and gas producing activities that are reflected in the company’s consolidated income tax expense for 


the period. 


* “Results of operations for producing activities” should not be equated to net income since no deduction has been made 
for such costs and expenses as distribution, selling, administrative and interest. 


ol 


Standardized Measure of Discounted Future Net Cash Flows Relating to Proved 
Oil and Gas Reserve ee 


United 


Mchiseobaihndhtcahedannaia HH 


Europe- Other 
States Africa Areas Total 
Future cash inflows ete | 906,504) 29,560) |) 184 37,249 
Future production costs _ i  G,561) Hh 776) 14). Hse! 851) 
Future development costs an (497) i (1,090) a (4) Th (1,591) 
Future income tax provisions OO ea seey Cm saay Ne aay | 6,368) 
__ Future net cash flows i 5,860 3,184 395 9,439 
10% annual discount eee eG ea TT a trae TIT Ate 
Discounted future net cash flows $ 2,913 2,025 223 5,161 
1982 
Future cash inflows GR AANA $16,350 21,358 108 37,816 
Future production costs A i | | Coen By vi Cee yi an LK 90) il it 9,945) 
Future - development c costs ll ag Di | (a 358) | (8) ll (1,863) 
Future income tax provisions (4, 733) | ( 11 750) TT ili 16. 483) 
_ Future net cash flows i Hi Nee Re alcealatil oO TTT TT TT TT TT RT ph Bela 
10% annual discount i (2, 864) vl Te 160) Hi ( a) i ia 025) 
Discounted future net cash flows $ 3,044 2,447 ey 9,300 
1981 
Future cash inflows TUE NMS eA aS 
Future production ¢ costs He H ey acetal Wt A eal TSS TTL ae) 
Future development costs nn Cis) 
Future income tax provisions (4,229) NG 13, 444) — (17,673) 
Future net cash flows _ Hea B eo MARS cede GAARA AEC AMR EEE aly 
10% annual discount lied 594) a 291) 5 (3,880) 
Discounted future net cash flows $ 2,859 2,793 38 5,690 


* “Future net cash flows” is computed using year-end prices and costs, and year-end statutory tax rates (adjusted for 
permanent differences ), that relate to existing proved oil and gas reserves in which the company has mineral interests. 


The following are the sources of change in the standardized measure of discounted future net cash flows during 1983, 


1982 and 1981. 


Sales and transfers of oil and gas produced, 
net of production costs eA 


Net changes in prices and production costs. 


Extensions, discoveries, additions and improved — 


recovery, less related costs 


Millions of Dollars | 


Development costs: incurred during the period 


Purchase of reserves in place 


Revisions of ‘previous quantity, estimates and other 


Accretion of discount 


Net change in income taxes > 


(ees eee | ioe 
$(2,781) (2,876) __(3,063) 
ee 
GeO c Raw be 
ni Ou 589 529 
ee i TE AT rr OTA MI 
(ee) eda) 
isis aes 1645 
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Supplementary Information on Changing Prices 
and the Effects of General Inflation—- Unaudited 


In compliance with FASB Statement No. 33, “Financial 
Reporting and Changing Prices,’ the following 
supplementary data are provided to demonstrate the 
effects of inflation on Phillips. 

The primary financial statements, prepared on a 
historical cost basis according to generally accepted 
accounting principles, report transactions in terms of 
actual dollars received or expended at the time regardless 
of the relative purchasing power of the dollar. In the 
accompanying schedules, historical dollar financial data 
are compared with data comprehensively adjusted under 
two methods——constant dollar, which gives effect to 
general inflation, and current cost, which gives effect to 
changes in prices of specific goods and services used by 
the company. 

Under the constant dollar method, the Consumer Price 
Index—-All Urban Consumers (CPI-U), published by the 
U.S. Department of Labor, is used to restate historical 
costs in 1983 end-of-year dollars. The restated amounts 
do not represent any measure of current values of the 
underlying assets and may not be representative of 
inflation in the petroleum industry. Under the current 
cost method, current costs and prices, industry-related 


published indices and internally generated indices are 
used, as appropriate, to translate historical costs into 1983 
end-of-year dollars. Although current cost estimates are 
highly subjective and imprecise, they can be viewed as 
indicators of the impact of changing prices on the 
company and its operations. 

Constant dollar net income and current cost net 
income are lower than historical cost net income. There 
are two principal reasons: (1) the historical dollar capital 
recovery charge (depreciation, depletion, amortization 
and retirements ) is far less than either the constant dollar 
or current dollar cost of capital asset maintenance, and 
(2) the provision for income taxes does not decline with 
reductions in real income before income taxes. The 
provision for income taxes included for both constant 
doilar and current cost is unchanged from the amount 
reported in the primary statement of income, as required 
by FASB Statement No. 33, except for restatement to end- 
of-year dollars. Effective tax rates for 1983 under both 
methods, 86 and 101 percent, respectively, are significantly 
higher than statutory rates since income taxes are based 
on reported income rather than on inflation-adjusted 
results. . 


Comparative Summary Financial Data--Unaudited 


_ Millions of Dollars 


il, ea 1982(1) 
Constant Current Constant Current 
Historical Dollars Cost Historical Dollars Cost 
Summary Consolidated Balance Sheet 
Properties, Plants and Equipment (net) == $9,549 14,544 18,655, 8,548 13,400 _ 18,613 
Inveotores |G A WU ntcl AMG AU a CUTAN, 759 1,090 =1,834 
it Estes coche AEA dM as RAMON ah 2,790 3,119 3,049 
reat tae TREC ARSURUSit Bal GMa eA 9,324 6.395 6,995 
Stockholders’ Equity (net assets ) 6,149 11,677 16,233 5,773 11,014 16,901 
Summary Consolidated Statement of Income 
Revecmuressy (i) / (i MMi etitUlt AMARA $15,411 15,651 15,664 _ 15,892 16,670 16,672 
Costs and Expenses 
_ Costs and operating expenses (2) 11,014 11,193 11,283 11,481 12,182 12,192 
Depreciation, depletion, amortization 
___ and retirements (3) HET Ad 1,108 1,562, 1,915 
AeA ticeANAARASA 1,154 1,154 1,203 1,263 1,263 
Provision for Income Taxes 1,556 1,583 1,583 1,454 1,527 1,527 
Net Income SM 268 (9) 646 136 


See footnotes on page 63. 


(225) 
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Five-Year Comparison of Selected Supplementary Financial Data-—- Unaudited 


Years Ended December 31 


__ Millions of Dollars Except Per Share Amounts (1) 


(1) Both constant dollars and current cost are stated in 1983 end-of-year dollars. 

(2) Includes $266 and $259 million in 1983 and 1982, respectively, of geological and geophysical expenses and lease rentals, which are included 
in exploratory costs and leasehold impairment in the Consolidated Statement of Income and Earnings Employed in the Business on page 41. 

(3) Includes $405 and $408 million in 1983 and 1982, respectively, of dry hole costs and leasehold impairment, which are included in exploratory 
costs and leasehold impairment in the Consolidated Statement of Income and Earnings Employed in the Business on page 41. 


(aces pee Taped | igso! || 176 
Revenues 

Historical dollars Oe NH $15,411 15,892 16,288 = 13,713 (9,745 
__ Constant dollars _ TL EHUEGH AT RCRA TARO RITG ARAL HH 651 ANI 16, 670. th 18, 136 | i “16, Fo 13, be al 
Net Income 

Historicaldollars i ee a ea ORO So 

Constant dollars nit a DNA a Hl 136) | | Dad OH Hh 866 

eae eose CT nM i NA Bor ase | aay 
Net Income Per Share 

Historicaldoilars TG Acid AMI AMMA aca A 

Constant dollars TT TEA AA AAA 75 Nts eA ood 5.68 | i 5.61 
__ Current cost _ ee OG) a Te 3.18 2.50 
Stockholders’ Equity (net assets) 

Historical dollars _ cn ca A lh ese MUM AE TACCAUMMMAU aeMMMM ke eeaUAMMMMM ne a 

Constant dollars AA ATE AMAA il len | li (11,014. 10 918 10,550 8,272 

Current cost HEN a | i 16. Po ool TAG 901. “16 He ll 16 »207 15,489 
Unrealized Gains Attributable to. 

Net Monetary Amounts Owed tH EAA $ 134 A SE eS Ate, 
Increase in Current Cost of Inventories, 

Properties, Plants and Equipment HG NAN Nea es 
Effect of Increase in General Price Level 751 730 it 513. it 888 1,692 
Current Cost over (under) General Price Level $ (526) 860 153 432 2,287 

‘Dividends Paid Per Share 

iain hiatal’ Are A TT Sed MMe AMMAN tsa AMMA Ree 

Constant dollars AV il i | 2,24 a 2. 2.45 HA al et UM Re 
Market Price Per Share—end of year 

Historical dollars eT A $ 34.50 32.63 40.50 58.75 48.00 

Constant dollars 34.50 33, 87 4367 69.01 63.37 
Consumer Price Index—-average for year LEA USAR RS RHA) AR ee aA 
Consumer Price Index—end of year 303.5 292.4 281.55 258.4 229.9 
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Consolidated Statement of Income 


Years Ended December 31 


Millions of Dollars Except as Indicated 


TEN-YEAR FINANCIAL REVIEW 


ess) i983) ioe | eed be is ee a 
Reverues 
Sales and other operating revenues ($15,249 15,698 it DOB EDISON) 6,998 i 6,284 5,698 Hae seaa Nl (4,981 
Sale of Pacific Petroleums Ltd, I A AMEE AM MASA MN Ging MEGAMAN oe 
Other revenues (including equity ir in 
earnings of affiliated companies ) 162 194 eae 336 242 118 122 139 79 125 
Total Revenues 15,411 15,892 16,288 13,713 9,745 7,422 6406 5,837 5,213 5,106 
Costs and Expenses 
Purchased crude oil and products 8 857 9,121 9,020 Cea OI a 562 hi Heese AS RAMI ence Nese he 
Production and operating expenses 1,891 2,101 2,104 1,849 1,402 1,117 953. 736709668 
Exploratory costs and 
_leaseholdimpairment i (671 oot ae ee Seal eral 170 VO) AOR nl 163 
Selling, general and administrative 
_ SApenses) Ld RANA MNaaUCulinehau EMC ani cu 
Depreciation, depletion, amortization | 
Ce ene LAGE NN eget 
Taxes other than income. taxes” ca AAT 1 au 649 BOS in Le CE 118 fo OE NOt 94 (85 
Interest and expense on indebtedness 247 226 202 106 oy teed 82 68 50 53 
Total Costs and Expenses 13,134 13,792 13,617 10,473 7,609 5,715 5,210 4809 4462 4,338 
Income before income taxes AS SN Rava RT (2,671 3,240 I 2,136 1,707 1,196 1,028 751 768 
Provision for income taxes Woo SH es SL GR a OM 989 665 616 416 352 
Income before extraordinary items 
AOC COMICS: RE ee AA EHR Ne 646 879 1,070 891 718 531 412 335 he 
Extraordinary items and accounting 
change oem nae — om —_ —_ — co — (28) 


SPPT UATE STEP CRESTS PESTS SET SST PRT S10 00/00 EnE rStIns gE vEEISELOSEESInSEEEESIESTCELSIE EESTI EIS ELIE SESEEESLEESEISESNTEETIEETSESEESETSEIIEI=ESIEIISIDSD SES TESIS EES Nr nnn eae enema 


Net Income, a HA 646 879. 1,070 891 718 531 412 345 388 
Per Average Share Outstanding* 
Income before extraordinary items 

and accounting change STL 428 5.78 CAST TAA MM 3.46 A702 
Net income ee ea ee ee ee 
Dividends paid per: share. a 2.20 2.20 PAD CARBO AAS AA eR .80 s/he 
income before Extraordinary iterns 

and Accounting Change 
As percent ofaverage totalassets SS 8G BD. St Reon 11.8 9.8 IRAE LE HA 
As percent of total revenues | DNA Hi Cal 5. HUA Sac ae A DUNS Ae AWA | 
Percent of Total Revenues from 

Sales Outside U.S Hk a 22.3, 228 (25.6 CA Pl 2 ets Blo 29.5 21.1 225 18.6 24.5 


*Adjusted for two-for-one stock split in 1977 


Consolidated Balance Sheet 


At December 31 
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TEN-YEAR FINANCIAL REVIEW 


_ Millions of Dollars Except Per Share Amounts _ 


(1983. 1982. 1981 1980. 1979s 1978.s1977s«1976.-~=s«1975.~=«s«s19:74 
Assets 
Current Assets 
__ Cash and short-term investments Hise ace AAA eM S22 EA Le UL ARE UE EO ann a 
| Accounts and notes receivable (net) 1,219 1,227, 1,126. 1,422, 1,431. 845.791. 715. 634. 16 
Inventories 
Crude oil, petroleum products, 
UT Sera als anc aH eaeet A 1 RA RRR GO I RE OS RB) BB BO.) | OD) 
_ Materials and supplies Pe CAO ese OE SMe IE AS AE 
Prepaid expenses and other current 
assets 110 130 144 105 51 69 79 4] 39 28 
Total Current Assets _ BN 2,903 2,909 3,048 3,694) 3,386) 2,561 1,695) 1,904 | 1,665) | 1,498 
Investments and Long- Term mall 
Receivables (net) ev On OO NOT OI OANA MARR NMG NAO UU TAH RU ERR MAHAL RON EN 
Properties, Plants and Equipment (net) 9,549) Dee Weitere, AM OaDteaat aa nc eA HL dea 3, Or i Re i: 1206) 2.256 
Deferred Charges 186 190 156 108 79 98 79 60 43 21 
Total Assets $13,094 12,097 11,264 9,844 8519 6834 5,742 5,145 4,651 Ako 
Liabilities 
Current Liabilities 
Econ eer nea eM Mec Is a UM: aca? Mee A Nek 
Notes payable ee ee TE 
Long-term debt and obligations due 
aA Ve tte ee ah Xo) ee ae CE OES Le oe Sea ei LEN ice NN C4 
Accrued income and other taxes 1,258 1,086. TU Uc 827. itl 429. 262 265 
Other accruals 194 179 124 157 81 61 61 51 49 43 
__ Total Current Liabilities 2,881 2,712 3,237 3,105 2.678 1,770 1427 1,109 910 O13 
Long-Term Debt Ha TT ee RTT UAE eC GG cal NSA SSH UU SAC ee es ee eA AMES 
Other Long-Term Liabilities. ii HA 358 A nn OE 270. Le eT aa RGR 
Obligations under Capital Leases HINA i 44 AH ROEHL ANAGRAM AER AAAS RST RU 156 a ASA ERE ReA GA gal 
Fa ese hha Tee rece LOC Le LEL SCCM Tt AN eee 94 COT GRA XG 
Deferred Income Taxes ee Tec TR CMa iba 464 SRAM at ae ES TA 
Other Deferred Credits Hee NAG en CeCe eA eR RRA 
Minority Interest in Consolidated | 
Subsidiaries 35 OW pa 13 il 10 10 11 12 8 
Total Liabilities 6,945 6,324 5,783 4.907 4,262 3,259 2,724 2,526 2,328 1,974 
Stockholders’ Equity 
Common Stock ($1.25 par value) FE MA bean MAHAN CSUN cae cea eR eR ee 
Capital in Excess of Par Value _ ee eRe eeRPAL ET LATA ECHR ASRS 
Treasury Stock (at cost) 62). (68) (115) (115) in at ea 
Foreign Currency Translation “Adjustments at (81) (69 SRE UE i AROS re aH AERA ne RU A Re 
Earnings Employed in the Business 5,609 3,225 4,892 4,348 Beall i 871 2,337 i 956 1 gy 1,542 
Total Stockholders’ Equity O14 S773) SASH BOS AOS A STS! SOLS DOR 223i! 2180 
Total Liabilities and Stockholders’ 
Equity $13,094 12,097 11,264 9,844 8519 6834 5,742 5,145 4651 4,154 
Stockholders’ Equity Per Share” SI 400s aT SCOR See eT Sm PS TO oa eA Ras ha 


*Adjusted for two-for-one stock split in 1977. 
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_TEN-YEAR FINANCIAL REVIEW 


Consolidated Statement of Changes 
in Financial Position 


Years Ended December 31 


1983 | 1982. ise) | 1980) | p79 |) dons A977 || 1976) || 1978) |) oe 
SOEMCe Hi i ah } 
Funds from operations (000) (01009) A993 AES MSE ASE OSHA OSA OR SOS Ee 
Long teem borrommangs 00 Sa ee ee 76 OF) ieee 85 
Property sales and retirements (100000000073 01) NOM ies 88 00 5i 2) bab ANN UA 
Sule OF veser ee Os et tse es ae 
Sale OF COMPANY SC TT 
Other | 20 32 22 5 23 43 18 i 1 15 
TaN $ 2,669 3,028 2409 2185 1,741. 1,653 1,134 1,111 1,147 973 
Application 
Capital expenditures 
| Bmergy Resources 0) / (0) By) SE MBG RD | OS 876 589 793 471 476 420 
MA ichassaschecuuae stata sstaek <ALL A ea NAN es aN bl Bi LO Oe 
[eheniteats (1/10 Nth ve es RS ae BS he ema 57 68 
Other | TT AINE ea ie 91 ae 4] 14 6 7 
Total capitalexpenditures M8 te 8 HN ee ee (2,064 1,666 1,454 940 1,078 716 679 587 
Purchase of net noncurrent 
assets of General American 
Oil Company of Texas eo eo EA et IGG EEE cy 
LrveStaMa Rees 01/00) (NA UIUH HAUIAMN UMC EAR UALR Ae Ln 98 147 40 19 36 36 35 9 
Reduction Of 10 ng en ot Ee ee ee ee 
Dividends|to company’ sth cho i a ae ea ea 
PU Ch ase OF Cay tT ee 
ALR eae et Hee ST AS oS sO i es 35 29 46 
Increase (decrease ) in working capital (175) rats eM NE Tao) MI LA Be To Fo 1 aa (327) 41 169 (34) 
$ 2,669) | 3,028)! 2/409 2185) 1/749!) 1,653) 1134) EL) 47) 978 
Properties, Plants and Equipment 
Gross havestiment 
Energy Resources| | | $9 AKO 7.925 7,197, 5,494 4,065) | 4,061) 3,621 |) 2.943) | 2,576) |) zane 
Petroleum Products HA 2,678 ||) 246007) 2258) 2,005) ANB MSSM Meee Me 
Chemicals Cn a es aaa ea On a ae 800 TA) 1 Oe 
Other 72 ees | ago) ane! oa Boo nen ile aes 
MG $14,302 12,702 11,414 9,106 7,755 6656 5,973 5,116 4868 4,560 
Net Investment 
Energy Resources) 000) $6,310) 5,527 4,709 3,328 2869 | 2477 2208 | 1618 1,506 | MAE) 
Petroleum Products) )))(0) 000000) | SAS RS Mae | Ts | OG 742 634 G35) AG) 859 
Ofer oe eM ETE AAMT CHA CL S20 SRO ee BON | OE OOS Nao 391 370 356 
Other 60s aT sem an ie ao 91 77 54 50 
$ 9,549 8548 7,548 5,675 4,778 3,945 3,467 2,721 2,506 2,236 
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Chemicals TEN-YEAR FINANCIAL REVIEW 


HI bea MN Oe aM UU SA eA eA eA eMac aM ATM ee 
Operating Revenues _ Millions of Dollars _ HAAN 


Basic petrochemicals and specialty 
chemicals CAE Si a) AS ONG CARA eat eat 478 RFT HAI RACHA AN ROR SIT RUA 


Cle Ce ame Oe Ae ae ae eee | ea Oe sO) | asd 
aeee ee ee ET TT TT TET: crc e es UIE Ee MMMM. Me's Sa ese Me A IM ed 
Pee ermeeee ee aes eee Soe Bes abo ea ama oo) | ase (| Ass 
Soianea tt EEE Eee ana beeaM bee RANA SA MRM sg AMM AU CARA Hea MA eh 
Synthetic fibers Te TT TE ee TT TS Es 


Other sales and services 103 103 OSes. 79 85 105 86 132 
Meee NT ee re ee Te eer ea ee TM eee OG SSS I ee es 


Other Data 


Shares outstanding at year-end* 
“1, Verbota dahil Ce a ese breed a aaa AE ec ea ee 


Stockholders at year-end (in thousands) 119.8 123.1 1204 119.9 -121.2 1226 122.3. 120.2 126.9 131.6 
Total payroll including 

employee benefits (in millions) = $1,192, 1,278 1,178 1,015, 863, 720, 613, 550, 529 479 
Employees at year-end (in thousands) = =—»-s- 28.4 29.6345 324 0 3030 30.0 284 278 305 308 
*Adjusted for two-for-one stock split in 1977. 


Operating Summary TEN-YEAR OPERATING REVIEW 


Exploration and Production 19851982 198 1980 1979) 1978 1877, 1976 1975 174 


Net Crude Oil Production HU Thousands of Barrels Daily FUGA 


United States 
_Texas 


Ui atc aed Nc AH ahead edt dN eae 


Alaska ee Te ee TT ee ee eat eT Te SE 


Louisiana _ Se ee Ss ee ae Or Cig 


TO ee ST TO Oe meal (ae 
(SewiMercon iii Oe ao Or TT Sa SH Veen OT GRE lye 
es ee Ee Te ee TT TE CTE 


Ne ae Re ae 
Other states 13.5 12.7 13.4 14.0 14.7 15.6 15.6 155 16.4 16.7 
Total United States 127.1 112.3 116.1 120.1 121.4 125.0 117.0 115.3 118.4 123.5 


Outside United States 
TG ae aE SS SB OOM M Nh MESO A AUS AR NMR SPS BN i GA) 


pie TAU @O SS i i exer (UCC) SO aOR eae A Gy 33.8) 1) Be 


Canada ee a Ue ET SU eee DT eee 
Hitiattarardacscl tlt MA CIE ON AS cit MES OMS Hn Hh SaA AOA ea aan A A 
Middle East WH An Ht i DAUM RRR RL i PTA NGC GTE HeMUMU Rata GL (ue Hi 5.6. int este i} 6.2) nN ie 


Latin America -— — — tH a oe — — ii 5.5 20.8 
Total Outside United States 119.5 112.9 129.4 168.9 166.7 185.4 147.9 137.3 118.6 79.5 
Total Crude Oil Production 246.6 225.2 245.5 289.0 288.1 310.4 264.9 252.6 237.0 203.0 
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Operating Summary TEN-YEAR OPERATING REVIEW 
Exploration and Production ERS | ASR | SMR NSS ATA ASA A A RSA AR 
Net Natural Gas Liquids Production™ Thousands of Barrels Daily ne 
Furope leascholds (00000008 es See eee 
Latin America lease totes | cere — — — co —— a — 1.8 Bis 
Total Natural Gas Liquids Production 13.9 12.4 11.5 13.0 6.3 Ne be 3 2.1 2.6 


*See page 69 for natural gas liquids production Hae Gas and Gas Liquids operations. 


Net Natural Gas Production TSR MUAH _. Millions of Cubic Feet Daily 
United States AGRA AA ee [789.899 | 943 ova. a301) 59 aiea7 | a 
Europe ees EE NNN se: AN 2s AMM cea eA ee A eM TM 
Canada FEMA EAHA ee ee ona MMM — _ —_ mat — 
Latin America — o— —- — ao —_ _— — 18 21 
Total Natural Gas Production 1,266 1,260 1,388 1,497. 1,558 1,549 1,343 1,380 1,455 1,570 
Net Oi and Gas Acreage Te ee a oe ee ee ene 
Cee eS TESTE SS Gul 1101) 16.0 Gi IAN PAPAL 72 
eee eee ne snr SI |: 
La A 208 eee 
Europe AT TROL 2:2 eee 3.0 1.4 1.0 Leal ROW tt Au RR 
EEE ee ee MU Ee OP 69 72 80 13.2 
Middte a OR er eee a es Me ih Ae See 
Southeast Asia ih eel A ea AAMUAVRA Read A Heat AAA LEAST TTT RDA RS AD | Ue cH lt | 
Australia and New Zealand uy A 4.3 PA 1.6 22.5 23.8 23.7 15) 5d: 
Total Net Oil and Gas Acreage 23.8 33.0 65.7 we 47.2 Tija,», 54.7 72.4 64.2 78.8 
Oil and Gas Wells ee Te a EC eS Cann NR ne 
United States | : 
Ot NT SO | | Gy 59 Keane 1 ean OO OSA eR Oe ee 
i Gas and condensate 2,573 2,323 2,293 2,237 2185. 2, 2,164 eee Bo ee aie 
Outside United States 
All wells 473 132 127 116 100 79 105 91 82 267 
Total Oil and Gas Wells IM 11,256 8894 8816 8586 8389 8384 8447 8422 8395 8,537 
Well Cooupletions 
United States 
__ Exploratory Le 43 21 10 6 5 LA MORDAM  a2 
Development (iii iiNiihn DR RA AAC a T Gi Laaaae 243 eee TANT hadi MM LS EOD NAGI Rane 
Outside United States 
ee ee cae TNE CU 
Development 7 5 9 12 11 3 6 8 12 16 


Total Well Completions 268 326 327 266 171 123 159 200 249 229 
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Operating Summary TEN-YEAR OPERATING REVIEW 
Gas and Gas Liquids 1983, 1982 1981 1980, 1979 1978 1977, 1976. 1975. 1974 
_ Natural Gas Purchases | OS ee Re a OE hy 


United States 
__ Purchases from unaffiliated entities = 1,222 1,215) 1,220, 1,112 1,145 BOF M050) AOD 1,124 1,171 


Purchases from consolidated 
operations | 397 388 422 451 509 526 ml 599 630 671 


Total Natural Gas Purchases 160 ae A AR fo IL AU A se RE HL oo i I Me ec bs YM MU 


Natural Gas Processed (United States ) 1,715 bg 40 i Be doe 8 1,825 1,849 1,972 2,040 2,401 2,842 


Natural Gas Sales 
United States 


i Natural gas eS Cee Ane a Ee Cee GSU dae 
Liquefied natural gas i 101 96 107 86 yD 93 99 96 102 96 
Total Natural Gas Sales 857 907 891 825 826 848 927 962 1,066 1,139 
Net Natural Gas Liquids Production" Oe eo bare OL AAT EGS A 
United States 
Leascholds 2 ETE ale UM Pe eA Nee aA Sa 
Plants 134.7. 119.7. 120.6 116.1. 103.7 98.9 98.9 94.6 90.3 95.1 
Total Natural Gas Liquids Production 161.5 147.7. 151.9 1496 1416 1338 1382 1308 125.9 132.2 
*See page 08 for natural gas liquids production by Exploration and Production operations. 
Petroleum Products 
Refinery Capacity In Gusands On Bamreks aay i NO NUNN TM ILA MAMLRU ALOU 
nto ay DAR RS ERAS ee ehh thd dil ile alba AREA ET ET i 
Jott oer d2 Ee. oS eee ent: aE ee ca 
__Natural gas liquids eB 228 228 LEAS TT ea a TENS au ME Ged 
Outside United States 
Crude oil oo — — —_ — — —- — -— 6 
Total Refinery Capacity 523 602 608 COR ine 509 509 509 edie, 579 
*Includes the 80,000-barrel-a-day Kansas City refinery closed August 1, 1982, 
Refinery Runs 
United States 
a ee NC ZOO 2A AEE eA ARRAN ORD AR ARR A ARR BMRB 
__ Natural gas liquids Ki TH cca AIAULA  AC bea RUE Gal Hee eo Ge Je AMATI As eA Re CAM TATIN cakes 
Outside United States 
Crude oil — hie rr Sink Hen ara UG Sain 2 1 


Total Refinery Runs 447 456 452 421 440 440 450 460 503 522 
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TEN-YEAR OPERATING REVIEW 


Petroleum Products BBS AES MSN |) ASO SYD i RSA HIN AMAA 1) AS IR a 
Petroleuna Products Sold AAR Thousands of Barrels Daily 
United States 
Micbionatatisec hdd: sate tia vee elec A AER 
Meese aT ean A ba Re na 30 
oe ee 
__ Liquefied petroleum gas cal MAA Ma AA aa UAT Nha 27 ae 
Other products 38 31 43 40 32 i Pa mil 43 31 33 
etal Gite sats eae ee meee ee eae 
Outside United States (including exports) 53 52 55 49 50 33 41 49 56 60 
Total Petroleum Products Sold 505 513 501 509 508 516 532 By 611 601 
Marketing Outlets (in thousands) 12.0 13.9 14.3 12.8 13.4 13.6 14.8 15.6 17.7 18.6 


Management and Board of Directors Changes 


Several vice presidents were elected by the board of 
directors during the year. In July, W.E. Barr was 
elected vice president engineering. He was 
previously manager of corporate engineering. Also in 
July, R.E. Bonnell, treasurer, was elected vice 
president and treasurer, and J. W. O’Toole, general 
tax officer, was elected vice president and general 
tax officer. B.M. Thompson was elected vice 
president planning and development in December. 
He was previously manager of corporate planning 
and development. Thompson succeeded J. W. 
Davison, senior vice president planning and 
development, who elected to take early retirement 
effective January 1, 1984. Also in December, John N. 
Scott, formerly manager of the company’s 
Washington, D.C., office, was elected vice president 
federal relations. Carstens Slack retired as vice 
president of the Washington office in July. In 
February 1984, C.L. Bowerman was elected vice 
president marketing. He succeeded G.J. Morrison, 
who retired on March 1, 1984. W. W. Dunn retired as 
vice president exploration on March 1, 1984. 

G.C. Meese was elected secretary of the company 
in April. He succeeded Harvey W. Thompson, who 
retired on June 1. 

W.E Martin, who retired as chairman of the board 
in 1982, retired from the board of directors in April. 
His retirement brought the total number of 
directors to 15. 


Ya 


Board of Directors and Principal Officers 


As of March 1, 1984 


Directors 

George B. Beitzel, Senior Vice President and Director of 
International Business Machines Corporation, a manufacturer 
of computers and office equipment, Armonk, N.Y. (3),(5) 


Michael N. Chetkovich, Director of External Affairs, School 
of Business Administration, University of California, and retired 
managing partner in the accounting firm of Deloitte Haskins 

& Sells, Atherton, Calif. (2),(5) 


Glenn A. Cox, Executive Vice President (1) 


Won. C. Douce, Chairman of the Board of Directors and Chief 
Executive Officer (1) 


James B. Edwards, President of the Medical University of 
South Carolina and former U.S. Secretary of Energy, 
Charleston, 8.C. (4),(5) 


E. Douglas Kenna, Partner of G. L. Ohrstrom & Company, 
a private investment group, Palm Beach, Fla. (3),(4) 


C.M. Kittrell, Executive Vice President (1) 


Melvin R. Laird, Senior Counsellor for National and 
International Affairs for The Reader’s Digest Association, Inc., 
Washington, D.C. (4),(3) 


Carol C. Laise, Retired Director General of the U.S. Foreign 
Service in the State Department and former U.S. Ambassador to 
Nepal, Washington, D.C. (2),(3) 


David B. Meeker, Retired Chairman of the Board of Directors 
of Hobart Corporation, a manufacturer of food equipment and 
home appliances, Troy, Ohio (3),(4) 


C.J. Silas, President and Chief Operating Officer (1) 
R. G. Wallace, Executive Vice President (1) 


W. Clarke Wescoe, Chairman of the Board of Directors and 
Chief Executive Officer of Sterling Drug Inc., a diversified 
pharmaceutical company, New York, N.Y. (2),(3) 


Dolores D. Wharton, President of The Fund for Corporate 
Interns, Inc., a nonprofit organization that arranges business 
internships for minority and women students, Albany, N.Y. 


(2),(5) 


Francis M. Wheat, A Senior Partner in the law firm of Gibson, 
Dunn & Crutcher, Los Angeles, Calif. (2),(4) 


Officers 

Wma.C. Douce, Chairman of the Board of Directors and 
Chief Executive Officer 

C.J. Silas, President and Chief Operating Officer 

Glenn A. Cox, Executive Vice President 

C.M. Kittrell, Executive Vice President 

R.G. Wallace, Executive Vice President 


Exploration and Production 
L.M. Rickards, Senior Vice President 


Petroleum Products 

Gordon D. Goering, Senior Vice President 
C.L. Bowerman, Vice President Marketing 
John E. Harris, Jr., Vice President Supply 
Richard I. Robinson, Vice President Refining 


Chennicals 
R.G. Askew, Senior Vice President 


Gas and Gas Liquids 
Paul W. Tucker, Vice President 


Minerals 
K.L. Smalley, Vice President 


Other Corporate Officers 

O.W. Armstrong, Vice President Finance and Assistant 
Secretary 

W.E. Barr, Vice President Engineering 

R.E. Bonnell, Vice President and Treasurer 

J. Thomas Boyd, Vice President Public Affairs 

C.F. Cook, Vice President Research and Development 

Kenneth Heady, Vice President and General Counsel 

Russell L. Howard, Vice President Investor Relations 

J.W. O'Toole, Vice President and General Tax Officer 

John N. Scott, Vice President Federal Relations 

Ray G. Steiner, Vice President Services 

W.R. Thomas, Vice President Human Resources 


B.M. Thompson, Vice President Planning and Development 
J. Bryan Whitworth, Vice President Government Relations 


W.E. Thomas, Comptroller 

L.E. Burnham, General Auditor 

G.C. Meese, Secretary 

E.A. Baldwin, Assistant General Tax Officer 
L.F. Francis, Assistant General Tax Officer 
James A. Kelly, Assistant Comptroller 
J.G. Wilson, Assistant Comptroller 

D.L. Cone, Assistant Secretary 

Betty L. Crocker, Assistant Secretary 

J.C. English, Assistant Treasurer 

C.B. Friley, Assistant Treasurer 


(1) Member Executive Committee 

(2) Member Audit Committee 

(3) Member Compensation Committee 
(4) Member Nominating Committee 
(5) Member Public Policy Committee 


George B. Beitzel 
James B. Edwards 


Carol C. Laise 


W. Clarke Wescoe 


Michael N. Chetkovich 
E. Douglas Kenna 
David B. Meeker 


Dolores D. Wharton 


Glenn A. Cox 
C.M. Kittrell 
C. J. Silas 


Francis M. Wheat 


Wm. C. Douce 


Melvin R. Laird 


R.G. Wallace 
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Stockholder Information 


Annual Meeting 

The annual meeting of stockholders will be held at 

10 a.m., April 24, 1984, at the company’s headquarters in 
Bartlesville, Okla. Notice of the meeting and proxy 
material are being sent to all stockholders with the 1983 


Form 10-K 

Copies of the company’s annual report on Form 10-K as 
filed with the Securities and Exchange Commission may be 
obtained without charge by writing to G.C. Meese, Secretary, 
Phillips Petroleum Company, Bartlesville, Okla. 74004. 


Annual Contributions Report 

Copies of the company’s Annual Contributions Report may be 
obtained without charge by writing to G.C. Meese, Secretary, 
Phillips Petroleum Company, Bartlesville, Okla. 74004. 


Information Requests 

Should you have questions about the information in 
this annual report or about the company, please contact 
Phillips investor relations office in New York City 
(212/397-9760) or Bartlesville (918/661-5139 ). 

Questions regarding stockholder records, stock 
certificates, dividend checks or the dividend reinvestment 
plan should be directed to Phillips stockholder records 
section in Bartlesville (918/661-6345 ). 


Annual Report. 


Principal Offices 
Bartlesville, Okla. 74004 


630 Fifth Avenue 
New York, N.Y. 10111 


306 South State Street 
Dover, Del. 19901 


Stock Transfer Offices 

Manufacturers Hanover Trust Company 
Corporate Trust 

450 West 34rd Street 

New York, N.Y. 10001 


Montreal Trust Company 
15 King Street West 
Toronto, Ontario 

Canada M5H 1B4 


Registrars 

Manufacturers Hanover Trust Company 
Corporate Trust 

450 West 33rd Street 

New York, N.Y. 10001 


Canada Permanent Trust Company 
20 Eglinton Avenue West 

Toronto, Ontario 

Canada M4R 2E2 


Selected Subsidiaries 

Applied Automation, Inc. 

Phillips Chemical Company 

Phillips Coal Company 

Phillips Driscopipe, Inc. 

Phillips Fibers Corporation 

Phillips Oil Company 

N.V. Phillips Petroleum Chemicals S.A. 


Phillips Petroleum Company Europe-Africa 


Phillips Petroleum Company Norway 
Phillips Pipe Line Company 

Phillips Puerto Rico Core Inc. 
Philtankers Inc. 

Pier 66 Company 


Phillips 
Petroleum 
Company 


BARTLESVILLE, 


OKLAHOMA 74004 


PHILLIPS 


